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The Years in Brief 



(Amounts In Millions, Except Per Share Data) 

May 26,1985 

Fiscal Year Ended 
May 27,1984(1) 

May 29, 1983(1) 

CONTINUING OPERATIONS(2): 

Sales 

Earnings after tax 

Earnings per Share 

$4,285.2 
$ 159.4 
$ 3.56 

$4,118.4 
$ 174.2 
$ 3.72 

$4,082.3 
$ 161.3 
$ 3.22 

RESULTS AFTER 

Redeployments after tax(3) 

$ (44.0) 

$ 28.5 

$ 

.8 

REDEPLOYMENTS & 

Earnings per Share—Continuing Operations 





DISCONTINUED OPERATIONS: 

after Redeployments 

$ 2.58 

$ 4.32 

$ 

3.24 


Discontinued Operations after tax(4) 

$ (188.3) 

$ 30.7 

$ 

83.0 


Net Earnings (Loss) 

$ (72.9) 

$ 233.4 

$ 

245.1 


Net Earnings (Loss) per Share 

$ (1.63) 

$ 4.98 

$ 

4.89 


Return on Average Equity—Net Earnings (Loss) 

(6.5)% 

19.0% 


19.9% 


Dividends per Share 

$ 2.24 

$ 2.04 

$ 

1.84 


Average Shares Outstanding 

44.7 

46.9 


50.1 


(1) Prior year amounts have been restated to reflect the discontinued Toy, Fashion, and Non-apparel Specialty Retailing operations separately. 

(2) Consumer Foods, Restaurants and continuing Specialty Retailing businesses, exclusive of redeployment program. 

(3) Redeployment program for continuing operations (Consumer Foods, Restaurants and continuing Specialty Retailing businesses). 

(4) Toy, Fashion, and Non-apparel Specialty Retailing operations, including estimated loss on disposal. 


Table of Contents About the Company 



Overview/1 

Strategic Background/4 
Review of Operations/6 
New Toy, Fashion Companies/16 
Corporate Responsibility/17 
Financial Review/18 

Report of Management Responsibilities /20 

Auditors' Report/20 

Financial Statements/21 

Eleven-Year Summary/36 

Corporate Directory/38 

Shareholder Information/ 

Inside Back Cover 


General Mills' major business areas are Consumer Foods and Restaurants; the 
company has a smaller presence in Specialty Retailing. General Mills is committed 
to competitive excellence, and to maintaining its leadership position among corpo¬ 
rations. The company is further committed to fulfilling its corporate responsibility 
to shareholders, consumers, employees and society as a whole. 










Overview 



To Our Shareholders and Employees 

In fiscal 1985 General Mills completed 
a historic corporate restructuring plan. 
The restructured company will be 90 
percent Consumer Foods and Restau¬ 
rants, which traditionally have been the 
company's highest return and fastest- 
growth areas. 

The General Mills Board of 
Directors has approved plans to divest 
operations representing over 25 percent 
of both sales and fiscal year-end assets. 
Only the dosing of many of the compa¬ 
ny’s flour mills and the formula feed 
business in the 1960s was of compara¬ 
ble magnitude and strategic signifi¬ 
cance. We have been pleased by the 
positive reactions of General Mills 
investors to these plans, which will cre¬ 
ate a more highly focused company 
with substantially more consistent 
growth characteristics and higher 
return on equity. 

The major elements of the restruc¬ 
turing program include the spin-off to 
General Mills shareholders of separate 
freestanding toy and fashion compa¬ 
nies. In preparation for this action in 
the final quarter of calendar 1985, there 
have been substantial write-offs in the 
Toy and Fashion businesses so that the 
new companies will each have as pro¬ 
ductive an asset base as possible. 

The board of directors also approved 
the disposition of three smaller restau¬ 
rant concepts and three specialty retail¬ 
ing companies. A complete outline of 
the strategic background and details of 
the spin-offs and dispositions is 
included in the section of this report 
that starts on page 4. 

Results for 1985 include an after-tax 
charge of $188.3 million, including 
reserves, for the discontinued opera¬ 
tions (Toys, Fashion, and non-apparel 
Specialty Retailing). The future effect 


of this charge will be a cash inflow to 
General Mills that can be more produc¬ 
tively invested in our continuing 
businesses. 

The major redeployments in contin¬ 
uing business areas are expected to pro¬ 
duce about $100 million of positive 
cash flow for General Mills. The major 
elements of this program are the sale of 
three restaurant companies and the dis¬ 
position of We Are Sportswear, a 21- 
store Southern California specialty 
retailer. The 1985 charges related to 
redeployments in continuing business 
areas total $44.0 million. 

Earnings per share from continuing 
operations in Consumer Foods, Restau¬ 
rants and Specialty Retailing declined 
4.3 percent to $3.56 per share, or 
$159.4 million, before redeployments. 
Sales of $4.3 billion for continuing 
operations were up 4.1 percent over the 
prior year. 

Including both continuing opera¬ 
tions, and charges related to redeploy¬ 
ments and discontinued operations, 
General Mills reported a net loss of 
$1.63 per share, or $72.9 million, for 
1985. All charges connected with the 
restructuring program are reflected in 
1985 results. 

Strategic Objectives 

The strategic objectives of the restruc¬ 
tured company are clear. General Mills 
is now a highly focused company with 
leadership positions in very profitable 
segments of the consumer foods and 
restaurant industries, plus a profitable 
and promising specialty retailing busi¬ 
ness. Our primary objective is to serve 
our consumers well by providing prod¬ 
ucts and services that they prefer to 
competitive alternatives. This involves 
keeping our offerings in established 
businesses competitively attractive and 
entering selected new markets in our 


established industry areas with impor¬ 
tant new products and services. 

This kind of activity has been a hall¬ 
mark of General Mills with such brands 
and companies as Ckeerios , Gold Medal , 
Betty Crocked Nature Valley , Fruit Cor¬ 
ners , The Talbots, Red Lobster and 
Yoplait. Fulfilling consumer needs well 
has also enabled our continuing busi¬ 
nesses to have a high profit return for 
our shareholders. 

The base for these efforts is the oper¬ 
ating vitality of our current products 
and services. The summary below and 
the material starting on page 6 of this 
report outline the company's broad 
position of operating strength in our 
continuing businesses. 

Operating Position 

Restaurants led the company's operat¬ 
ing performance by achieving an oper¬ 
ating profit increase of 29.4 percent to 
$91.5 million. Restoration of strong 
operating trends by Red Lobster sea¬ 
food restaurants, the nation's leading 
dinnerhouse chain, was key to the 
greatly improved results. Benefiting 
from new menu items and other 
changes, Red Lobster set new records 
in operating profits and in sales per 
unit, which averaged over $2.2 million. 
Overall results also reflected improved 
performance in the Restaurant Group's 
other companies, primarily due to 
effective control of operating expenses. 
Group sales rose 6.2 percent to $1.14 
billion. 

Restaurant growth prospects appear 
excellent. The Restaurant Group plans 
to add more than 45 new restaurants in 
1986 after adding only four units in 
1985. Unit expansion in 1985 was 
slowed as the new menu, improved 
service and other changes were imple¬ 
mented at Red Lobster. Twelve new 
Olive Garden restaurants are planned 






Left to right: F, Caleb Blodgett, vice chairman, Consumer Foods; 
H. Brewster Atwater, Jr., chairman of the board and chief 
executive officer; Mark H . Willes, executive vice president and 
chief financial officer 


five years and creating important new 
businesses. Substantial commitments 
of management time, development 
expense and acquisition work are sup¬ 
porting this important effort. 

Specialty Retailing continuing 
operations reported an operating loss of 
$1.7 million compared to a profit of 
$19.8 million in the prior year. The 
Talbots and Pennsylvania House furni¬ 
ture were both profitable and achieved 
profit growth. All other operations 
reported a loss, as high expense levels 
in a soft retailing climate and poor 
response to new merchandising strate¬ 
gies resulted in unplanned inventory 
markdowns. Sales grew 18.1 percent to 
$373.8 million, led by a 44 percent gain 
by The Talbots, which successfully 
added 20 new retail stores during the 
year. 

Specialty Retailing growth opportun¬ 
ities are currently focused on The 
Talbots. More than 20 new Talbots 
stores are planned in 1986 and sales for 
that business are expected to reach 
$200 million. 


in 1986, as the performance of this 
promising new concept approaches that 
of Red Lobster. The conversion of 
York Steak Houses to York's Choices 
continues to meet expectations. Inter¬ 
national opportunities for Red Lobster 
look promising, as well. 

Consumer Foods sales from continu¬ 
ing businesses increased 3.6 percent to 
$2.77 billion. Following a gain of 14.2 
percent last year, operating profits 
declined 2.6 percent to $265.6 million. 
Results for 1985 reflect heavy market¬ 
ing expenditures behind new and estab¬ 
lished products, including a 20 percent 
increase in media advertising. In spite 
of these expenditures, profit gains 


above programmed levels were 
recorded by Big G cereals, Betty 
Crocker desserts, main meal and side 
dish products, Yoplait yogurt and com¬ 
mercial foods. International operations 
and domestic wholesome snacks, where 
the company defended its market lead¬ 
ership position against numerous com¬ 
petitive entries, were the only major 
food segments performing below 
expectations. 

Consumer Foods has started the cur¬ 
rent year with very strong volume per¬ 
formance and a heavy schedule of new 
product introductions. Consumer 
Foods' objectives call for entering at 
least three new categories over the next 


Financial Position and Objectives 

The financial position of the restruc¬ 
tured corporation is strong. The cash 
inflows expected when the new toy and 
fashion companies attain their own 
external financing, coupled with the 
cash generated from the sale of other 
businesses and the additional cash from 
the asset write-offs, are expected to vir¬ 
tually eliminate General Mills' short¬ 
term debt position by the end of fiscal 
1986. Consequently, even with the 
reduction in shareholders' equity from 
the spin-offs, General Mills' total debt 
to capital ratio is expected to decline 
somewhat from what it was at the end 
of 1985. 
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The restructured company will have 
strong cash generating capacity and will 
couple that with a continuing aggres¬ 
sive capital investment program con¬ 
centrating on Consumer Foods and 
Restaurants. In 1985, capital expendi¬ 
tures were $210 million. In 1986 capital 
spending is expected to exceed $250 
million. The majority of this expendi¬ 
ture will go for new Consumer Foods 
capacity and productivity improve¬ 
ments, new restaurants and new 
Talbots stores. 

Our basic financial objectives remain 
the same: a return on average equity of 
19 percent, earnings per share growth 
over a five-year period averaging 6 per¬ 
centage points greater than inflation, 
and a strong balance sheet with an “A 77 
bond rating. 

General Mills expects to maintain the 
56 cent per share quarterly dividend 
rate through 1986. The company does 
not plan any share repurchases during 
1986. 

General Mills 7 corporate and operat¬ 
ing management is dedicated to the 
accomplishment of these objectives. 
General Mills 7 market positions in 
food, restaurants and retailing are 
strong and highly focused. Our finan¬ 
cial resources and objectives are appro¬ 
priate to accomplish our goals. 

Directors 

During the year, former Chairman E. 
Robert Kinney retired from the board. 
We are delighted that Bob will continue 
to serve our shareholders as chairman 
of the board of the new toy company 
and a member of the board of the new 
fashion company. Donald F. Swanson 
retired from the company as a director 
and vice chairman for Toys, Fashion 
and Specialty Retailing after 35 years of 
service. 


Two new directors joined the board 
during the past year. They are Mark H. 
Willes, executive vice president and 
chief financial officer of General Mills, 
and C. Angus Wurtele, chairman and 
chief executive officer of the Valspar 
Corporation. 

Fiscal 1986 Outlook 

We expect General Mills to have good 
financial performance in 1986, with a 
high return on equity and good earn¬ 
ings growth from continuing 
operations. 

Consumer Foods is expected to 
return to its normal pattern of excellent 
earnings growth. Physical volume 
growth started the year on a strong 
basis, and is expected to continue on the 
strength of aggressive new product 
introductions and marketing invest¬ 
ments. Restaurant return on assets 
improved sharply in 1985 and will 
remain at the existing level, and long¬ 
term earnings growth prospects remain 
excellent. However, with the extensive 
menu and service changes, Red Lob¬ 
ster added only three new domestic 
units in 1985. This factor and the large 
increase in new units planned in 1986, 
with attendant opening costs, will mod¬ 
erate the earnings growth rate from last 
year. A strong recovery in Specialty 
Retailing results is under way as The 
Talbots continues its strong expansion 
program and Eddie Bauer shows 
recovery. 

We anticipate that much of the 1986 
earnings per share gain will occur in 
the second half of the year. First half 
marketing support for numerous new 
food products will remain high. Inter¬ 
est expense will not trend downward 
until the second half of the year when 


proceeds from the dispositions are 
received. Finally, the first half of 1985 
included a gain of 15 cents per share 
from non-recurring financial 
transactions. 

The year just concluded was momen¬ 
tous and difficult for many people in 
the company. We particularly appreci¬ 
ate the dedication, hard work, and sup¬ 
port of General Mills 7 employees. The 
General Mills that has emerged from 
this historic restructuring is indeed 
stronger and even more competitive. 
The prospects for long-term earnings 
growth and above-average return on 
shareholders 7 investment are excellent. 
We are enthusiastic about our future. 

H.B. Atwater, Jr. 

Chairman of the Board and 
Chief Executive Officer 

F. C. Blodgett 
Vice Chairman, 

Consumer Foods 

ad //. [sJaJjLo 

M.H, Willes 
Executive Vice President, 

Chief Financial Officer 

August 16, 1985 
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Strategic Background 



Throughout its 57-year history. 

General Mills has adhered to certain 
fundamental principles, while at the 
same time demonstrating a willingness 
to make substantial changes in strategy 
and structure to pursue its strongest 
business opportunities* 

As a result, the General Mills of 1985 
is dramatically different from the com¬ 
pany formed in 1928, when headlines 
announced the birth of “the largest 
milling company in the world ” For 
nearly six decades. General Mills has 
grown by being adaptable and respon¬ 
sive in a constantly changing world. 

The history of the company to date 
has been divided into five strategic 
phases: an emphasis on flour milling 
(1928-1945); a maturing milling busi¬ 
ness coupled with growth in packaged 
foods and experimentation in other 
areas (1945-1959); a shift from a com¬ 
modities to a consumer orientation, 
which included closing over half the 
flour mills and exiting from the formula 
feed business (1960-1966); and an 
aggressive diversification phase into 
many new consumer industries that 
began in 1966. 

By 1976, the company decided to 
start reducing the number of industries 
in which it was trying to compete and 
to concentrate energies in areas with 
the highest potential. A major rede¬ 
ployment program began with the sale 
of the chemical business in 1977, and, 
later, the sale of travel, coin, stamp, 
luggage, and certain food companies, 
all of which did not fit strategically. 

Restructuring Program 

The historic restructuring plan com¬ 
pleted in 1985 can be viewed against 
this backdrop of change. The financial 
impact of the program is clear. By the 
time the 1985 restructuring program 
concludes, General Mills will have 


received nearly $1 billion cash from 
cumulative actions over the last decade. 

The most significant elements of the 
1985 restructuring program approved 
by the board of directors in March and 
April are the spin-off of major seg¬ 
ments of the Toy and Fashion Groups 
to General Mills shareholders, expected 
during the final quarter of calendar 
1985. Other key actions are the disposi¬ 
tion of Casa Gallardo, Darryl's, and 
The Good Earth restaurants, and the 
decision to sell three retailing compa¬ 
nies— Leewards, Wallpapers To Go, 
and We Are Sportswear. 

Substantial progress has been made 
on the sale of those businesses that will 
not be spun off with the new toy and 
fashion companies. In June, Foot-Joy 
was sold to American Brands. Agree¬ 
ment in principle has been reached to 
sell 25 Casa Gallardo restaurants to 
El Torito and 27 Darryl's restaurants to 
W. R. Grace. Agreement has also been 
reached to sell Leewards to Munford, 
Inc. Negotiations are proceeding for 
the sale of We Are Sportswear, The 
Good Earth, Fundimensions and Wall¬ 
papers To Go. The company expects 
the sale of these businesses to free up 
more than $150 million in cash. 

The net assets of the Toy and Fash¬ 
ion businesses at year-end were about 
$385 million and $230 million, respec¬ 
tively. When the new toy and fashion 
companies switch to external debt 
financing, General Mills expects to 
receive over $200 million in cash plus 
any additional seasonal financing 
invested prior to the spin-offs. 

A New Strategic Phase 

General Mills enters its next strategic 
phase with a primary focus on Con¬ 
sumer Foods and Restaurants, areas 
which give the company high return 
and high growth prospects. Specialty 


Retailing represents a smaller growth 
vehicle. Collectively, these businesses 
position General Mills well for the 
future. The company has excellent 
opportunities to compete favorably in 
key markets and to achieve a goal of 
earnings per share growth averaging 6 
percentage points greater than inflation 
over five years. During the next five 
years, General Mills will support these 
businesses with approximately $1.5 bil¬ 
lion in new fixed assets. 

Consumer Foods 

General Mills is a premier marketer of 
foods. The mission of the Consumer 
Foods organization is to make a real 
difference in people's lives by providing 
foods of clearly superior quality and 
value, enabling outstanding growth, 
profitability and shareholder value. 
While pursuing this mission, Con¬ 
sumer Foods will become increasingly 
important to General Mills, contribut¬ 
ing more than two thirds of the corpo¬ 
ration's operating profits in the 
immediate years ahead. 

The primary market in which Con¬ 
sumer Foods competes, the U.S. super¬ 
market, is huge, with sales exceeding 
$260 billion. This market's volume has 
grown an average 1 percent annually 
over the last five years. Consumer 
Foods has achieved average unit vol¬ 
ume growth of 3.2 percent annually. 

For the last five years, Consumer 
Foods' return on identifiable assets, 
averaging 27.8 percent, has been one of 
the best in the industry. Keys to this 
outstanding performance are: 

• Building number one or two share 
positions in major established market 
segments, with sales totaling nearly $7 
billion. Average company share in these 
segments is 27.5 percent. 

• Major entries in three of the market's 
high growth areas—fruit rolls and 
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bars, fish entrees and yogurt. These 
categories are growing five times faster 
than total supermarket dollar sales. 

* An aggressive and successful new 
products program supporting both 
established and new businesses. New 
products developed and introduced 
over the past five years accounted for 
24.6 percent of domestic package food 
volume in 1985. 

Consumer Foods’ goal is to average 
annual real profit growth of at least 4 
percent greater than inflation. Its strat¬ 
egy in established businesses is to stim¬ 
ulate market growth and achieve 
profitable share gains. This is a particu¬ 
larly key objective in the ready-to-eat 
cereal market, the company's single 
most important business. This market 
has experienced 12 percent compound 
annual sales growth to $4.2 billion in 
the past five years, with Big G brands 
growing in share to 23.4 percent. 

Growth in established markets, and 
entries into new segments through both 
internal development and acquisition 
are aimed to more than double the size 
of General Mills' areas of participation 
in the supermarket to over $16 billion 
by 1990. Progress toward this objective 
is illustrated by the acquisition in 1985 
of two new businesses: Leeann Chin’s, 
Inc., which combines the expertise of 
founder Leeann Chin with General 
Mills’ resources to explore growth 
potential in Chinese foods; and Vroman 


Foods, a leading manufacturer of ice 
cream specialties and other frozen 
snack products. 

Restaurants 

General Mills has become a major com¬ 
petitor for consumer purchases of 
meals eaten away from home, a market 
which surpassed $112 billion in 1985. 
Over one third of all consumer expend¬ 
itures for food now are made for meals 
away from home. This market has 
grown at a real rate of 3.4 percent 
annually during the past five years and 
is expected to continue growing at 
about 3 percent annually over the next 
five years. While the restaurant indus¬ 
try is competitive, its diverse character 
offers many dynamic opportunities for 
well-positioned concepts. 

Led by the expansion of Red Lob¬ 
ster, Restaurants has been the compa¬ 
ny’s fastest-growing area over the past 
decade. Since 1975, sales have grown 
from $114 million to $1.14 billion, a 
compound growth rate of 26 percent. 
Operating profits have compounded at 
a rate of 20 percent, growing from 
$15.1 to $91,5 million before 
redeployments. 

Over the next five years, the Restau¬ 
rant Group’s goals are to improve 
investment returns and achieve an aver¬ 
age annual real growth rate of 12 per¬ 
cent, concentrating in four separate 
strategic areas. The principal area is 


seafood restaurants, where Red Lob¬ 
ster has a 13.2 percent share of the total 
away-from-home seafood market and is 
well positioned to take advantage of 
current interest in consumption of 
more healthful foods. Red Lobster con¬ 
tinues to be one of the most profitable 
concepts in the restaurant industry. 

Other areas of emphasis are restau¬ 
rants in shopping mall locations, where 
the repositioned York’s Choices is signif¬ 
icantly enhancing sales potential; Ital¬ 
ian restaurants, where the promising 
Olive Garden concept has entered an 
expansion phase; and international 
expansion of Red Lobster’s base in 
Canada and Japan. 

Specialty Retailing 

The specialty retailing industry offers 
high growth and high return opportun¬ 
ities for those concepts that provide 
good value, selection and service to 
consumers. The Talbots, a dynamic 59- 
store specialty retailer of classic wom¬ 
en’s apparel, is such a concept and rep¬ 
resents the company’s prime growth 
vehicle in this market. 

The Talbots operates highly produc¬ 
tive retail stores, with sales averaging 
over $550 per square foot. In 1985, 
comparable store sales in established 
units increased by 10.5 percent, and 20 
new stores were profitably opened. The 
Talbots’ mail-order business, boosted 
to record levels by a new series of 
smaller catalogs, also looks promising. 

Continued rapid expansion of The 
Talbots, strong recovery by Eddie 
Bauer, and further success of Pennsyl¬ 
vania House are the major factors 
expected to bring a strong earnings turn¬ 
around in 1986. The Specialty Retailing 
Group’s long-term profit goal is to pro¬ 
vide an average real growth rate of at 
least 10 percent annually. 


General Mills Five-Year Growth Goals (after inflation) 


Percent of 
Total Sales 


Consumer Foods 
Restaurants 
Specialty Retailing 


Growth Weighted 
Target Average 



65 % 


4 % 

12 % 

10 % 

Total 


2 . 6 % 

3 . 0 % 

1 . 0 % 


6 . 6 % 
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Consumer Foods 



Sales from Consumer Foods’ continu- 
ing businesses increased 3.6 percent in 
1985 to $2.77 billion. Following a profit 
increase of 14.2 percent last year, oper¬ 
ating profits declined 2.6 percent to 
$265.6 million. The profit decline 
reflects heavy marketing expenditures, 
including a 20 percent increase in 
media expense, to support new and 
established products. Most of Con¬ 
sumer Foods' major business segments 
performed above programmed levels, 
except international operations and 
wholesome snacks. 

Big G Cereals 

Big G cereals, General Mills' largest 
single business, achieved record sales, 
unit volume and profitability in 1985. 
This excellent performance enabled 
Big G to maintain its strong position in 
the $4.2 billion market for ready-to-eat 
cereals, despite continued intense com¬ 
petitive pressures. For example, total 
industry media expenditures increased 
18 percent during 1985, following a 26 
percent increase in 1984. 

Big G unit volume increased for the 
sixth consecutive year. During this six- 
year period, Big G's compound annual 
volume growth of more than 3 percent 
was double the industry's growth rate. 
As a result, unit market share 
improved by two full share points. 

Big G's steady progress is due in 
large measure to its ability to keep 
older established brands strong and 
vital. The company's nine older estab¬ 
lished brands are all at least 20 years 
old. These brands have shown com¬ 
bined unit volume growth for the last 
five years, despite the introduction of a 
large number of new cereals, many by 


Highest in fiber , low in sugar — 
new Fiber One 
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The cereal industry's top-selling 
team 

General Mills. Individual product high¬ 
lights are: 

• Cheenos maintained its consistent 
number-one rank in dollar sales among 
children’s cereals. 

• Honey Nut Cheenos posted volume 
and share gains in 1985, as it has every 
year since its 1979 introduction. Vol¬ 
ume was up over 10 percent, and Honey 
Nut Cheenos now ranks seventh in dol¬ 
lar sales among all cereals. 

• Lucky Charms cereal volume in 1985 
was an all-time record. The brand now 
ranks tenth in dollar sales. Consumers 
responded strongly to an improved 
product with a new marshmallow 
shape. 

• Wheat Total maintained the record 
volume achieved last year, and Corn 
Total volume was up sharply, setting 
another brand record, 

Wheaties continued to enjoy the 
popularity of its "What the Big Boys 
Eat” advertising campaign. In 1985, 
Olympic gold medal gymnast Mary 
Lou Retton became one of Wheaties ’ 
champions; recently she was joined by 
baseball superstar Pete Rose. 

Big G continued its heavy new prod¬ 
uct activity in 1985. Cinnamon Toast 


Crunchy introduced in April 1984, sur¬ 
passed expectations in its first year and 
continues to do well. S 7 Mores Crunch is 
now available in half of the country and 
offers the favorite combination of choc¬ 
olate, graham crackers and 
marshmallow. 

Two other new cereals represent Big 
G’s entry into the bran cereal category, 
an increasingly important market seg¬ 
ment. Fiber One has the highest fiber 
content of any cereal and is sweetened 
with NutraSweet. Bran Muffin Crisp cer¬ 
eal offers the good taste of almonds and 
raisins. Both cereals reached nation¬ 
wide distribution in the first quarter of 
1986. 

The cereal market’s future looks 
bright. Cereals satisfy consumers’ inter¬ 
est in convenience, nutrition, taste and 
value. And the two segments of the 
population that account for the highest 
per capita cereal consumption—chil¬ 
dren under 12 years of age and adults 
55 and over—are expected to show 
good growth. 

Mix Products and Family Flour 

General Mills competes in market cate¬ 
gories for baking products and mixes 



Whole-grain favori tes for decades 


that, in aggregate, account for more 
than $2 billion in retail sales. These are 
relatively mature, slower-growth mar¬ 
kets. For example, industry volume for 
the flour, dessert, and baking mix mar¬ 
kets in aggregate declined 5.1 percent 
in 1985, following a 9.5 percent decline 
the previous year. General Mills 
achieved good earnings growth in these 
markets through strong volume gains 



Product improvements led to 
strong volumes for both brands. 

by main meal and side dish mixes, 
share increases, and improved 
productivity. 

Betty Crocker dinner mixes contin¬ 
ued to lead the add-to-meat mix cate¬ 
gory. Hamburger Helper volume was the 
highest in a decade. Hamburger Helper 
Pizzabake was introduced successfully. 
Designed for baking rather than stove- 
top cooking, Pizzabake adds a new 
dimension to the line. 

The Tuna Helper line grew by two 
new flavors—Cold Tuna Salad and 
Tuna Au Gratin—and its volume also 
hit a 10-year high. The Chicken Helper 
line completed a successful first year in 
nationwide distribution. 
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Betty Crocker Stuffing Mix also 
reached nationwide distribution. Like 
the Chicken Helper line, it capitalizes on 
U.S. consumers’ increasing consump¬ 
tion of poultry. 

General Mills maintained its leader¬ 
ship of the $220 million dehydrated 
potato market in 1985. That market’s 
volume was lower this past year due to 
a drop in prices for fresh potatoes, but 
General Mills’ volume was up slightly. 
Both the Betty Crocker specialty 
potatoes line and Potato Buds posted 
market share gains. 

Retail sales for the dessert mix cate¬ 
gories where Betty Crocker competes 
totaled $1 billion, about equal to last 
year. In this market, Betty Crocker 
earnings were up sharply. The business 
scored major productivity gains and 
increased its leading market share. 

Key to this share growth were the 
new “You Sweetalker, Betty Crocker” 
television advertising campaign, suc¬ 
cessful new product introductions, and 
effective consumer and trade promo¬ 
tions. Share gains were recorded by 

Yoplait: record performance from 
“the yogurt of France” 

Belly Crocker “sweet talks ” 

America's dessert lovers. 
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The market leader for more than 
a century 

SuperMoist layer cakes and the Classics 
line of dessert mixes. Betty Crocker 
frosting products retained their market 
leadership positions. 

Both the baking mix market and 
Bisquick, the category’s leading prod¬ 
uct, experienced volume declines. 
However, Bisquick increased its market 
share to the highest level in 20 years on 
the strength of its key attributes: qual¬ 
ity, convenience and versatility. 

Volume in the $420 million family 
flour market declined 6.4 percent in 
1985. Gold Medal Flour, 105 years old 
and the perennial market leader, 
increased its share to almost twice that 
of its nearest competitor. 

Wholesome Snacks 

The wholesome snacks market, which 
General Mills created over a decade ago 
with the original Nature Valley Granola 
Bar, was the most competitive product 
category in the supermarket in 1985, 
This market now accounts for $600 
million in retail sales, and has grown at 
a compound annual rate of 43 percent 
over the last five years. 

General Mills maintained its position 
as the overall market leader. However, 


profits fell short of programmed levels 
as General Mills spent heavily, both to 
defend its share of the granola segment 
against numerous competitive entries 
and to expand its highly successful 
Fruit Corners line of fruit-based 
snacks. 

In 1985, General Mills’ priorities 
were to further expand its proprietary 
fruit snacks business, the market’s fast¬ 
est-growing segment, and to update the 
Nature Valley granola line. The Fruit 
Comers Fruit Roll-Ups line added two 
new flavors, and introduced individu¬ 
ally-wrapped Fruit Roll-Ups in non¬ 
supermarket outlets. Fruit Corners 
Fruit Bars completed nationwide distri¬ 
bution in January with good consumer 
acceptance, providing continued 
momentum to the business. The Fruit 
Corners line now accounts for nearly 
one fourth of all grocery sales in the 
wholesome snack market. 



New from Nature Valley—chewy 
granola bars topped with caramel 
and chocolate 

The popular Nature Valley Chewy 
Granola Bar line was strengthened with 
the addition of three new flavors. 

Nature Valley Dandy Bars were intro¬ 
duced in February to good consumer 


response. National distribution was 
completed in August 1985. 



The leading dinner mix lines 

Refrigerated and Frozen Products 

For the sixth straight year, Yoplait 
yogurt achieved record sales, earnings 
and unit volume. Yoplait maintained its 
strong number-two position in the $880 
million domestic yogurt market, with a 
dollar volume share of 22,5 percent. 
Unit volume increased 14 percent over 
1984, and in the last five years has 
grown at a compound annual rate in 
excess of 30 percent. 

Despite increased competitive activ¬ 
ity, volume was up for all three estab¬ 
lished Yoplait lines— Original Yoplait, 
Custard Style and Yoplait Breakfast 
Yogurt . New flavor introductions in all 
three lines contributed to the volume 
growth. 

In 1985, the company entered the 
largest segment of the market with 
Yoplait Fruit on the Bottom Yogurt . This 
quality product has received excellent 
consumer response in the 40 percent of 
the U.S. where it is available. Distribu¬ 
tion is being expanded. 

Gorton’s maintained its strong num¬ 
ber-two position in the $810 million 
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frozen processed seafood market. 
Industry volume was down from last 
year, but Gorton’s increased its share of 
the important fish stick and fillet mar¬ 
ket segment with continued strong per¬ 
formance by its Crunchy product line. 
Recently, Gorton’s placed its new Fish- 
market Fresh line into the first stages of 
national roll-out, following successful 
test marketing. The line includes five 
varieties of individually frozen fillets 
and puts Gorton’s into an important 
new category of the frozen seafood 
market. 

Foodservice and Other Areas 

Profits for General Mills’ Foodservice 
operation increased in 1985, due to 
strong volume growth and good 
expense control. Volumes for branded 
baking mixes and cereal products and 
Fruit Roll-Ups were strong. 

The bakery flour business had a good 
year. Operations at two of the compa¬ 
ny’s seven mills were focused on the 
bakery flour business—actions which 
led to increased productivity and 
improved customer service. 

O-Cel-O, the leading maker of com¬ 
mercial and consumer sponges, 
achieved record sales and earnings. The 
company’s scrubber line continued to 
post excellent results. 

The Pioneer Products line of cake 
decorations and party supplies per¬ 
formed well. New and improved prod¬ 
ucts, new shelf merchandising displays 
and consumer promotions all contrib¬ 
uted to improved results. 

International 

Profits from General Mills’ food busi¬ 
nesses in Europe were down from last 
year’s record. The decline was due to 


A wholesome and popular fruit 
snack in a fun-io-eat form 
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the strong dollar and to lower results at 
Biscuiterie Nantaise (BN), the French 
cookie and snack company. All other 
European operations achieved excellent 
growth. 

Biscuiterie Nantaise suffered from a 
sluggish cookie market. In addition, 
competition in the sandwich cookie and 



Individually frozen fillets — 

Fishmarket Fresh from Gorton's 

shaped snacks categories was intense. 
The company enjoyed good success 
with its Jump granola bar. Recently, a 
chewy Jump granola bar was placed in 
distribution in France and in the 
United Kingdom. 

The Smiths Holland snack company 
increased its volume and profits in a 
buoyant market. Smiths Belgium main¬ 
tained its leadership in an expanding 
market. 

PYCASA, General Mills' Spanish 
frozen food business, enjoyed another 
successful year with strong volume and 
earnings gains. PYCASA is now the 
leading brand in Spain's precooked fro¬ 
zen foods market segment. In 1985, 
General Mills increased its ownership 
of PYCASA from 50 to 100 percent. 

In Canada, heavy marketing expend¬ 


itures and foreign currency exchange 
rates caused earnings to decline. Total 
unit volume increased 8 percent as a 
result of a large number of new product 
introductions. Nature Valley granola 
snacks achieved nationwide distribu¬ 
tion and Fruit Roll-Ups were success¬ 
fully introduced. Pro*Stars cereal met 
volume expectations during national 
expansion. Cheerios and Honey Nut 
Cheerios both achieved increases in 
market share. Sales of Lancia pasta and 
Bravo spaghetti sauce outpaced the 
market growth rate. 

General Mills’ Latin American flour 
milling operations enjoyed strong vol¬ 
umes in 1985 and posted a good profit 
gain. Profits were down for the compa¬ 
ny's export operations, reflecting the 
strong U.S. dollar and Saudi Arabia's 
import restrictions on flour. 

Productivity 

In 1985, the company’s procurement, 
production, distribution and sales 
organizations each contributed to 
Consumer Foods’ success. 

Operations at several of the compa¬ 
ny’s package food plants and flour mills 



Snacks from our European food 
companies 



More than SO years of 
convenience and versatility 

were realigned during the year. These 
actions have resulted in significant cost 
savings. Realignment of territories has 
increased the efficiency of the grocery 
products sales organization. 

General Mills is committed to further 
improving the efficiency of its manufac¬ 
turing and distribution functions. New 
savings in these areas are expected to 
total at least $20 million annually for 
the next five years. General Mills’ 
objective is to be the “low-cost pro¬ 
ducer” and use the funds saved to sup¬ 
port expansion of its leading brands. 

Outlook 

Consumer Foods' success depends on 
sustaining the ability to interpret major 
demographic and lifestyle trends in 
terms of product opportunities. Con¬ 
sumers will continue to place high 
value on product quality, convenience 
and nutrition. These characteristics are 
inherent in General Mills' established 
product lines, including ready-to-eat 
cereals, yogurt, fruit snacks and mix 
products. Emerging consumer needs 
and interests present a broad field for 
new product development. 





Restaurants 



Restaurant Group sales rose 6.2 per- 
cent in 1985 to $1,14 billion. Operating 
profits before redeployment expenses 
increased 29.4 percent to $91.5 million. 
These figures reflect outstanding per¬ 
formance by Red Lobster and 
improved results for the Group's other 
businesses. 

These results include $152.1 million 
in sales and $5.5 million in operating 
profits from Casa Gallardo, Darryl's 
and The Good Earth restaurants , which 
are being sold. Excluding units to be 
sold, the Group ended the year with 
505 company-operated restaurants. 



Operating Highlights 

It was an outstanding year for Red 
Lobster, the nation’s largest full-service 
dinnerhouse chain. Sales of more than 
$827 million were an all-time high; 
overall operating profits, and average 
sales and earnings per unit also set new 
records. This strong performance was 
achieved despite the net addition of 
only three domestic company-operated 
units. 

Red Lobster’s strong results reflect 
the success of programs implemented 
over the past year to add to the con¬ 
cept’s vitality. The menu was further 
expanded to include more fresh fish 
and lighter meals. Red Lobster shifted 
to a more casual atmosphere and 
emphasized friendly service as part of a 
companywide training program. 
Throughout the year, a series of quality 
promotional events focused on Red 
Lobster’s fresh fish and seafood. 

A new national TV advertising cam¬ 
paign, introduced this summer, under¬ 
scores Red Lobster’s menu and service. 
The campaign reminds customers that 
“There’s never been a better time or a 


There's never been a better time or 
place for seafood: Red Lobster. 
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better place for seafood” than Red 
Lobster. 

Red Lobster’s remodeling program 
continues. Modifications to the original 
plan make renovation more effective, 
up to one-third less costly than first 
estimated, and better tailored to local 
markets. During 1986, selected units 
will receive components from the re¬ 
modeling package, which includes the 
new menu, mesquite grills, new outdoor 
signs and a more contemporary decor. 



Mesquite gives Red Lobster 
seafood a new taste . 

Red Lobster has aggressive expan¬ 
sion plans. A minimum of 25 new units 
will open in the U.S. during 1986. 

The company is also seeking to acquire 
existing restaurants for conversion. 

The company's international expan¬ 
sion program looks promising. Red 
Lobster has three units in Japan and 
two in Canada, one of which was added 
in 1985. Significant expansion is 
planned in both countries. During 1986 
seven new restaurants are scheduled to 
open in Japan and five in Canada. 

York in 1985 began testing a new res¬ 
taurant format called York s Choices. 


The new format moves York toward its 
goal of being an exciting, high-quality 
mall restaurant rather than a budget 
steak house. 

The York’s Choices restaurants have 
a contemporary look, with an open and 
inviting dining area. The expanded 
menu offers lighter items, including 
deli sandwiches, fried vegetables and 
broiled chicken. A take-out menu has 
also been introduced. Both the new 
menu and decor have tested extremely 
well with women, two thirds of all 
shopping mall patrons. 

Six units were converted to York’s 
Choices this year. In these units, sales 
have increased more than 20 percent on 
average, without advertising. York 
plans to convert more than 50 units to 
York’s Choices in 1986. The company 
had 129 units in operation at the end 
of 1985. 

The Restaurant Group is moving 
quickly to expand its new Italian con¬ 
cept, called The Olive Garden. Devel¬ 
oped by the Restaurant Group, The 
Olive Garden features a casual, cafe- 
style atmosphere. The menu offers a 
wide selection of moderately priced 
Italian dishes, including homemade 
pasta. 



Displays at York's Choices tempt 
shopping mall customers . 



The Olive Garden , a new Italian 
concept 


The Olive Garden had four restau¬ 
rants in operation in 1985. At least 12 
new units will be added during 1986, 
including three that opened during July 
in Indianapolis, Ind. 

Outlook 

The operational improvements insti¬ 
tuted in 1985 enhance the long-term 
growth prospects of the Restaurant 
Group. In 1986, Restaurant Group 
earnings are expected to grow, but at 
a moderate rate. The small number 
of new units added in 1985 will slow 
growth in 1986. Furthermore, the 
start-up expense from the more than 
45 new restaurants planned for 1986 
will also retard this year’s growth, as 
will the absence of earnings from the 
divested businesses. 
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Specialty Retailing 



It was a disappointing year for General 
Mills’ Specialty Retailing Group. 

Record earnings at The Talbots and 
Pennsylvania House were more than 
offset by losses at the other retailing 
companies, so Group results fell from a 
$19.8 million profit last year to an oper¬ 
ating loss of $1.7 million for 1985. 

This loss was a consequence of poor 
response to several new—and now dis¬ 
continued—merchandising strategies 
at Eddie Bauer and We Are Sportswear 
that resulted in heavy markdowns. In 
addition, the Group had high expense 
levels given a poor retailing climate. 

The Group’s earnings include the six 
months of operating results for We Are 
Sportswear recorded prior to the deci¬ 
sion to divest this business. The earn¬ 
ings exclude the entire year’s results at 
the discontinued non-apparel Specialty 
Retailing companies Leewards and 
Wallpapers To Go. 

The remaining Specialty Retailing 
companies—The Talbots, Eddie Bauer 
and Pennsylvania House/Kittinger— 
are all strong companies in their 
respective markets and are expected to 
provide the basis for solid profit per¬ 
formance in the future. 

The Talbots and Eddie Bauer 

Strong demand for The Talbots’ line of 
high-quality, classic women’s apparel 
continued in 1985. The company suc¬ 
cessfully introduced a number of new 
categories, including petite sizes. As a 
result, The Talbots posted record sales 
of $144 million, up 44 percent from last 
year’s record. Profits were also an all- 


Tke Talbots—marketer of classic 
women’s apparel 
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Eddie Bauer is a leader in 
outdoor apparel and equipment . 


time high, as both retail and mail-order 
operations achieved gains. 

Sales from established stores 
increased 10.5 percent. New stores also 
made a strong contribution to 1985 
sales volume. The Talbots opened 20 
new stores during the year—more than 
three times the number opened in 
1984. The company’s aggressive expan¬ 
sion led it into three major new 
markets: Chicago, Detroit and 
Indianapolis. At the end of the year, 
The Talbots had 59 stores in operation. 

The Talbots’ mail-order business also 
posted record sales and earnings. A 
new series of smaller catalogs, each 
focusing on a specific apparel category, 
was successful and will be expanded 
next year. 

Eddie Bauer has for years been a 
leader in down-insulated apparel and 
quality outdoor products. In 1985 sales 
were up 19 percent, but a poorly 
focused merchandise assortment and 
the subsequent markdowns required to 
reduce inventories resulted in a loss. 


The company has cut its expense base 
and is narrowing its merchandise lines 
to again focus on its core, outdoor prod¬ 
ucts business. As a result, profitability 
should increase significantly this year. 

Eddie Bauer opened nine new stores 
in 1985. Two are in New York suburbs, 
the company’s first entries into this 
major market. At the end of the year 
there were 39 Eddie Bauer stores in 
operation. 

Furniture 

Although the furniture industry had a 
difficult year in 1985, Pennsylvania 
House maintained its record of strong 
performance. The company achieved 
good sales and earnings growth. 
Pennsylvania House is continuing to 
expand its number of dealers and 
Collector’s Gallery display areas. Major 
product introductions will provide con¬ 
tinued strong growth. During the year, 
Pennsylvania House assumed manage¬ 
ment responsibilities for the Kittinger 
Company, which is a strong competitor 
in its market segment. 



Outlook 

General Mills’ Specialty Retailing 
Group gives the company a third, 
smaller business area as a growth vehi¬ 
cle. The Talbots in 1986 will continue 
its aggressive expansion, adding more 
than 20 new stores and entering several 
new markets, including Seattle and 
Atlanta. Eddie Bauer will concentrate 
on existing stores and the measures 
instituted to increase its profitability. If 
these measures are as successful as 
anticipated, store growth will resume in 
1986. Pennsylvania House is exploring 
several important ideas for future 
growth. Consequently, prospects for 
General Mills’ proven Specialty 
Retailing concepts are excellent. 


The timeless style and quality of 
Pennsylvania House furniture 




Toys & Fashion 



The Toy and Fashion Groups, which 
will be spun off into separate free¬ 
standing companies, have been part of 
General Mills for much of the past two 
decades. These businesses have leader¬ 
ship positions in their respective mar¬ 
ket segments. 

For several years, the company has 
recognized that the shareholder value 
for these businesses as part of General 
Mills was lower than industry norms. 
The General Mills shareholder has been 
interested in good returns coupled with 
good, steady growth. As historically 
demonstrated, the toy and fashion 
industries are substantially more vola¬ 
tile than the company’s other bus¬ 
inesses. Because of this volatility, the 
appropriate market value of the toy and 
fashion operations is not fully realized 
with these businesses as part of General 
Mills. As freestanding entities in 
dynamic industry segments, however, 
these two companies will be indepen¬ 
dently valued by the marketplace. This 
is the fundamental reason why General 
Mills believes that its shareholders will 
receive more value with the toy and 
fashion companies freestanding, than if 
they continued as part of General Mills. 


v 


Ronald J . Jackson 


Kenner Parker Toys Inc. 

The new toy company—Kenner 
Parker Toys Inc.—includes two com¬ 
panies that have histories of outstand¬ 
ing achievement in the toy industry. 
Kenner is the company behind the suc¬ 
cessful Star Wars , Strawberry Shortcake , 
and Care Bears lines and recently, 
MASK and Hugga Bunch . Parker 
Brothers is famous for such popular 
board games as Monopoly , Sorry , and 
Clue y and makes Nerf foam toys, as 
well. The new toy company also has 
operations in Europe, Australia, New 
Zealand and Canada. 

Ronald J. Jackson has been 
appointed president and chief executive 
officer of Kenner Parker Toys. Jackson 
joined General Mills in 1966 and has 
had diverse financial, marketing and 
general management assignments in the 
company’s toy and retailing businesses. 
His most recent position with General 
Mills was president of The Talbots. 

Chairman of the board and chairman 
of the finance committee for the new 
toy company is E. Robert Kinney, for¬ 
mer chairman of the board of General 
Mills. 

The Fashion Company 

The new fashion company will include 
such brands as Monet , the leading name 
in costume jewelry sold through 
department stores, Izod, Lacoste and 
Ship } n Shore . The spin-off of these 
businesses will establish a financially 
strong fashion company, serving related 
customers in the jewelry and apparel 
markets. 

Richard F. Krai will be the chairman 
and chief executive officer of the new 
company. Krai joined General Mills in 
September 1984 as executive vice presi¬ 
dent, General Mills’ Fashion Group. 

He was previously with Warnaco, Inc., 



Richard F, Krai 


where he was executive vice president, 
president of Warnaco International and 
a member of the board of directors. 

Procedure 

The spin-offs of the Toy and Fashion 
businesses are expected to take place in 
the fourth quarter of the 1985 calendar 
year. Procedurally, the following steps 
will be taken before each actual spin¬ 
off: 

1. Conclude the internal restructur¬ 
ing of the toy and fashion businesses so 
the new companies will be properly 
aligned for spin-off. 

2. Finalize permanent debt financing 
for both companies. 

3. File with the Securities and 
Exchange Commission separate regis¬ 
tration statements, which include an 
information statement with a descrip¬ 
tion of each new company, product 
lines, management, and financial 
statements. 

4. Announce the record dates, which 
determine eligibility for stock owner¬ 
ship of the new companies, and distrib¬ 
ute the information statements to all 
General Mills shareholders. 

5. Distribute the stock certificates of 
the new companies three to five weeks 
after the record dates are announced. 
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Corporate Responsibility 




General Mills defines its corporate 
responsibility in broad terms, encom¬ 
passing its shareholders and employees, 
consumers of its products and services, 
and society as a whole. 

A Commitment to Our Employees 

Outstanding people make a company 
great. To find talented individuals, 
General Mills recruits at highly rated 
business schools, engineering schools 
and liberal arts colleges across the 
country. To give people opportunities 
to expand their talents, training pro¬ 
grams and financial support for work- 
related classroom study are available to 
employees at all levels. 

The company evaluates compensa¬ 
tion and benefit levels to ensure that 
they are competitive. General Mills' 
Employee Stock Ownership Plan pro¬ 
vides shares of company stock to most 
employees who have been with the 
company at least three years. Thirty 
percent of the employees have stock 
accounts under this plan and hold a 
total of more than 208,000 shares. 

General Mills is committed to pro¬ 
viding equal employment opportunity. 
The company's affirmative action 
objectives encompass the hiring and 
promotion of minorities, women, hand¬ 
icapped individuals, Vietnam-era veter¬ 
ans and older workers. Consequently, 
the company benefits from the diversity 
of talent that a heterogeneous employee 
group provides. 

Corporate Citizenship 

General Mills believes strongly in put¬ 
ting its half-century of food expertise to 
work to improve dietary habits, health 
and nutrition. Labeling on the compa- 


Receiving quality care at home, 
this senior and more than 5,000 
like her have joined a health plan 
made possible in part by Altcare. 


ny's food packages provides consumers 
with nutrition information. The com¬ 
pany prepares educational materials on 
nutrition for use by health care profes¬ 
sionals, consumers, teachers and chil¬ 
dren. Red Lobster has helped to 
develop educational materials on nutri¬ 
tion, and on the benefits of fish and sea¬ 
food in the diet. As a member of 
Second Harvest, General Mills donates 
wholesome food products to a nation¬ 
wide system of food banks. In 1985, 
the company donated 2.3 million 
pounds of food, double last year’s 
amount. 

General Mills encourages employees 
to put their own expertise to work in 
the community. In Minneapolis, the 
General Mills Community Action Team 
promotes employee volunteerism. A 
second organization. Retirement 
PLUS, supports volunteerism among 
the company's Twin Cities retirees. 
Similar efforts are being made in other 
General Mills communities. 

In February 1983, General Mills put 
its management expertise to work in a 


joint venture with the Wilder Founda¬ 
tion of St. Paul, Minn. Called Altcare, 
the organization’s mission is to develop 
and help implement better ways of 
serving the chronically impaired 
elderly. In 1985, Altcare helped finance 
and provided management assistance to 
a variety of innovative programs 
including Senior Health Plan, the 
nation's first pre-paid senior health care 
plan. Altcare also is helping plan and 
finance The Homestead, an innovative 
residence for seniors needing special¬ 
ized care. Construction begins this fall. 

Direct philanthropy is an important 
element of corporate citizenship. In 
1985, the General Mills Foundation 
made grants totaling $6.0 million to 
support education, social programs and 
the arts. General Mills^Tnc., and its 
subsidiaries provided $L3 million in 
gifts. Through the Foundation's 
employee gift-matching program, a 
total of $525,831 was contributed to 
numerous colleges, universities and 
secondary schools. 
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Financial Review 



Management Discussion of Financial 
Condition and Results of Operations 

Results of Operations 

Fiscal 1985 reported results reflected 
the company’s corporate restructuring 
program. This program involves divest' 
ing operations that accounted for more 
than 25 percent of both sales and fiscal 
1985 year-end assets. Key aspects of 
the restructuring program include the 
spin-off of the major segments of the 
Toy and Fashion Groups; the substan¬ 
tial write-offs in the Toy and Fashion 
businesses so that the new companies 
will each have as productive an asset 
base as possible; the plan to dispose of 
three small restaurant companies; and 
the plan to dispose of three companies 
in the Specialty Retailing Group. 

In fiscal 1985, an after-tax charge for 
discontinued operations of $188.3 mil¬ 
lion was recorded. The main elements 
of this charge are $45 million for 
income taxes, due primarily to corpo¬ 
rate restructuring; $41 million for dis¬ 
posing of the Mexican toy operations, 
including a $31 million noncash trans¬ 
fer from the foreign exchange transla¬ 
tion component of equity; $40 million 
for inventory write-downs; and $23 
million for disposal of fixed assets. 

With the exception of the tax charges, 
most of these write-offs are non-cash 


Continuing Operations-Before Redeployments 


items and, with the income tax benefit, 
will result in positive cash flow for 
General Mills. 

The major redeployments in contin¬ 
uing business areas are the sale of the 
Casa Gallardo, Darryl’s, and The Good 
Earth restaurant concepts and the dis¬ 
position of We Are Sportswear, a 21- 
store Southern California specialty 
retailer. When completed, these rede¬ 
ployment actions should produce about 
$100 million positive cash flow for 
General Mills. The fiscal 1985 charges 
related to redeployments in the contin¬ 
uing business areas total $44.0 million 
after tax. See Notes Two and Three to 
the Consolidated Financial Statements 
for additional details related to discon¬ 
tinued operations and redeployments. 

Earnings after tax from continuing 
operations in Consumer Foods, Restau¬ 
rants and Specialty Retailing were 
$159.4 million before redeployments. 
Including the charges related to rede¬ 
ployments and discontinued opera¬ 
tions, a net loss of $72.9 million was 
recorded for 1985, 

The 1985 and 1984 quarterly results 
have been restated to segregate the dis¬ 
continued operations. The following 
table reflects the restated results for 
continuing operations before redeploy¬ 
ments by quarter: 


Continuing Operations 
Before Redeployments 

Earnings Per Share ($) 

’85 3.56 

’84 3.72 

’83 3.22 

’82 3.11 

’81 2.54 


Operational details for 1985 for the 
continuing operations are reported in 
the Chairman’s Overview under the 
section entitled “Operating Position” 
on pages 1 and 2, of which the first, 
third and fifth paragraphs are incorpo¬ 
rated herein. A summary of operating 
results for our three major business 
areas, including operating profits 
before and after redeployments, is 
found in Note Fifteen to the Consoli¬ 
dated Financial Statements. The fol¬ 
lowing segment comparisons exclude 
gains and losses from redeployments. 

Fiscal 1985 operating profits for Con¬ 
sumer Foods continuing businesses 
declined 2.6 percent to $265.6 million. 
Operating profits increased 14.2 per¬ 
cent in 1984 and decreased 1.7 percent 
in 1983, The 1984 increase reflected a 
combination of volume and market 
share gains by Big G cereals, Yoplait 
yogurt, Fruit Roll-Ups and Gorton’s 
frozen seafoods, plus productivity 
gains. Profit growth in 1983 was mod¬ 
erated by increased marketing spend¬ 
ing for a significant number of new 
products and by actions taken to meet 
competitive initiatives. 

Restaurant operating profits 
increased 29.4 percent to $91.5 million 
in 1985. Operating profits decreased 
12.5 percent in 1984 and increased 1.0 
percent in 1983. The decrease in 1984 
was due primarily to lower earnings at 
Red Lobster. Profit growth in 1983 was 



Earnings after tax 
(in millions) 

Earnings per Share 

1985 

1984 

1985 

1984 

First Quarter 

$ 43.2 

$ 43.1 

$ .96 

$ .90 

Second Quarter 

41.8 

48.3 

.92 

1.02 

Third Quarter 

39.7 

43.5 

.90 

.94 

Fourth Quarter 

34.7 

39.3 

.78 

.86 

Total Year 

$159.4 

$174.2 

$3.56 

$3.72 
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restrained by development spending on 
newer concepts and by lower customer 
traffic. 

Continuing Specialty Retailing oper¬ 
ations recorded an operating loss of 
$1.7 million in 1985 compared to a 
$19.8 million profit in 1984. Operating 
profits were $10,4 million in fiscal 
1983. The 1984 increase came primar¬ 
ily from The Talbots' improved sales 
productivity, new store openings and 
increased mail-order business. 

Interest expense for continuing oper¬ 
ations in 1985 nearly doubled to $60.2 
million as debt increased. Debt levels 
will be reduced in 1986 as proceeds 
from the corporate restructuring pro¬ 
gram are received. Interest expense was 
down in 1984 from 1983 due to lower 
short-term interest rates. 

The effective income tax rate for 
continuing businesses was 41.1 per¬ 
cent, 43.2 percent, and 39.6 percent in 
fiscal 1985, 1984 and 1983, respec¬ 
tively. The low rate in 1983 was due 
mainly to the effect of the adoption of 
an employee stock ownership plan 
(ESOP). The ESOP had much less 
impact on the 1984 and 1985 rates. The 
1985 rate was lower than the 1984 rate 
due primarily to an increased impact 
from investment tax credits. 

Comments relating to the effects of 


inflation are contained in Note Seven¬ 
teen to the Consolidated Financial 
Statements. 

Financial Condition 

As of the end of 1985, General Mills' 
financial condition remained strong. 
The company is committed to manag¬ 
ing its businesses and borrowing lever¬ 
age so as to maintain at least an “A" 
bond rating and allow access to both 
short- and long-term financing at rea¬ 
sonable costs. Currently, General Mills' 
publicly issued long-term debt carries 
“A2” (Moody’s Investors Services, 
Inc.), and “A 4- ” (Standard & Poor’s 
Corporation) ratings. Our commercial 
paper carries the top ratings of “P-1” 
(Moody's) and “A-l + ” (Standard & 
Poor's). 

Sources and uses of cash in the past 
three fiscal years are shown in the table 
below. 

Operations generated less cash in 
1985 than in the prior two years pri¬ 
marily due to increased use of cash by 
the discontinued operations, as well as 
increased working capital needs of con¬ 
tinuing businesses. 

Outstanding short- and long-term 
debt was increased in 1985 after a signif¬ 
icant reduction in 1984. This was due 
primarily to increased use of cash by 


Cash Source (Use) (in millions) 

1985 

1984 

1983 

From Operations 

$ 64.3 

$ 236.1 

$ 438.8 

Fixed Assets and Other Investments, net 

( 200 . 5 ) 

(258.8) 

(276.7) 

From Dispositions of Businesses 

11.6 

268.8 

10.7 

Dividends Paid 

( 100 . 4 ) 

(96.0) 

(92.7) 

Increase (Decrease) in Outstanding Debt-Net 

220.1 

(190.8) 

125.8 

From Issuance of Debt Warrants 

4.0 

— 

— 

Investment in U.S. Treasury Securities 

( 65 . 5 ) 

— 

— 

From (Used For) Tax Lease Investments-Net 

111.0 

179.7 

(48.8) 

Treasury Stock Purchases 

( 53 . 8 ) 

(141.4) 

(161.4) 

Common Stock Issued 

10.0 

10.4 

28.9 

Net Increase in Cash and Short-Term Investments 

$ 0.8 

$ 8.0 

$ 24.6 


operations in 1985 and $215 million in 
proceeds from the sale of Tom's Foods 
received in 1984. 

Year-end debt was 46.5 percent of 
total capital in 1985, compared to 35.5 
percent in 1984 and 41.8 percent in 
1983. Significant reduction in debt lev¬ 
els is expected in fiscal 1986 as the cash 
is received from the various elements of 
the corporate restructuring program. 

Commercial paper is the primary 
source of external short-term financing. 
Bank credit lines are maintained to 
back up outstanding commercial paper. 
Unused credit lines at May 26, 1985 
totaled $365 million (domestic) and $12 
million (foreign). 

In June 1984, a shelf registration 
statement was filed with the Securities 
and Exchange Commission for the issu¬ 
ance of up to $150 million of unsecured 
debt; $50 million of unsecured debt is 
still available for issuance under a pre¬ 
viously filed shelf registration 
statement. 

During 1985, $71.7 million of long¬ 
term debt was issued through place¬ 
ment of zero coupon notes outside the 
United States. Substantially all of these 
proceeds were invested in U.S. Trea¬ 
sury securities of similar maturities. 
That is the primary reason for the 
increase in the investments and miscel¬ 
laneous assets balance. Also during the 
year, $100 million principal amount of 
12% notes maturing in 1991 were 
issued outside of the United States. 

In 1985, $50.0 million of long-term 
notes were retired and the future 
requirements of certain sinking fund 
debentures totaling $49.1 million were 
satisfied through the deposit of U.S. 
obligations in an irrevocable trust. 

Estimated 1986 capital expenditures 
will be in excess of $250 million. It is 
anticipated that these expenditures will 
be financed from internal cash flows. 
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Report of Management Responsibilities 



The management of General Mills, 
Inc., includes corporate executives, 
operating managers, controllers and 
other personnel working full time on 
company business. These people are 
responsible for the fairness and accu¬ 
racy of our financial statements. The 
statements have been prepared in 
accordance with generally accepted 
accounting principles, using manage¬ 
ment’s best estimates and judgments 
where appropriate. The financial infor¬ 
mation throughout this report is con¬ 
sistent with our financial statements. 

Management has established a sys¬ 
tem of internal control which we 
believe provides reasonable assurance 
that, in all material respects, assets are 
maintained and accounted for in 
accordance with management’s authori¬ 
zations, and transactions are recorded 
accurately on our books. 


Our internal audit program is 
designed for constant evaluation of the 
adequacy and effectiveness of the inter¬ 
nal controls. Audits measure adherence 
to established policies and procedures. 
Our formally stated and communicated 
policies demand high ethical standards 
of employees. 

The Audit Committee of the Board 
of Directors is composed solely of out¬ 
side directors. The Committee meets 
periodically with management, internal 
auditors and independent public 
accountants to review the work of each 
and to satisfy itself that the respective 
parties are properly discharging their 
responsibilities. Independent public 
accountants, internal auditors and the 
Controller have full and free access to 
the Audit Committee at any time. 

Peat, Marwick, Mitchell & Co., 
independent certified public account¬ 
ants, are retained to examine the con¬ 


solidated financial statements. Their 
opinion follows. 

A), £> 

H. B. Atwater, Jr. 

Chairman of the Board of Directors 
and Chief Executive Officer 


Mark H. Willes 
Executive Vice President and 
Chief Financial Officer 


Auditors’ Report 


The Stockholders and the Board of 
Directors of General Mills, Inc.: 

We have examined the consolidated 
balance sheets of General Mills, Inc. 
and subsidiaries as of May 26, 1985 and 
May 27, 1984 and the related consoli¬ 
dated statements of earnings, retained 
earnings and changes in financial posi¬ 
tion for each of the fiscal years in the 
three-year period ended May 26, 1985. 
Our examinations were made in accord¬ 


ance with generally accepted auditing 
standards and, accordingly, included 
such tests of the accounting records 
and such other auditing procedures as 
we considered necessary in the 
circumstances. 

In our opinion, the aforementioned 
consolidated financial statements pre¬ 
sent fairly the financial position of 
General Mills, Inc. and subsidiaries at 
May 26, 1985 and May 27, 1984 and 
the results of their operations and the 
changes in their financial position for 


each of the fiscal years in the three-year 
period ended May 26, 1985, in con¬ 
formity with generally accepted 
accounting principles applied on a con¬ 
sistent basis. 

Ptd' WitJtM * /p, 

Minneapolis, Minnesota 
July 19, 1985 
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Consolidated Statements of Earnings 

General Mills, Inc., and Subsidiaries 


1 1 

(Amounts in Millions, Except Per Share Data) 

Fiscal Year Ended 
May 26, 1985 May 27, 1984 
(52 Weeks) (52 Weeks) 

May 29, 1983 
(52 Weeks) 

CONTINUING OPERATIONS: 

SALES 

$4,285.2 

$4,118.4 

$4,082.3 

COSTS AND EXPENSES: Cost of sales, exclusive of items below 

Selling, general and administrative expenses 
Depreciation and amortization expenses 

Interest expense 

2,474.8 

1,368.1 

110.4 

60.2 

2,432.8 

1,251.5 

99.0 

31.5 

2,394.8 

1,288.3 

94.2 

39.5 

TOTAL COSTS AND EXPENSES 

4,013.5 

3,814.8 

3,816.8 

EARNINGS FROM CONTINUING OPERATIONS—PRETAX 

GAIN (LOSS) FROM REDEPLOYMENTS 

271.7 

(75.8) 

303.6 

53.0 

265.5 

2.7 

EARNINGS FROM CONTINUING OPERATIONS AFTER 

REDEPLOYMENTS—PRETAX 

INCOME TAXES 

195.9 

80.5 

356.6 

153.9 

268.2 

106.1 

EARNINGS FROM CONTINUING OPERATIONS AFTER REDEPLOYMENTS 

115.4 

202.7 

162.1 

EARNINGS PER SHARE—CONTINUING OPERATIONS 

AFTER REDEPLOYMENTS 

$ 2.58 

$ 4.32 

$ 3.24 

DISCONTINUED OPERATIONS AFTER TAX 

(188.3) 

30.7 

83.0 

NET EARNINGS (LOSS) 

$ (72.9) 

$ 233.4 

$ 245.1 

NET EARNINGS (LOSS) PER SHARE 

$ (L63) 

$ 4.98 

$ 4.89 

AVERAGE NUMBER OF COMMON SHARES 

44.7 

46.9 

50.1 


Consolidated Statements of Retained Earnings 


(Amounts in Millions, Except Per Share Data) 

RETAINED EARNINGS AT BEGINNING OF YEAR 

Net earnings (loss) 

Deduct dividends of $2.24 per share in 
1985, $2.04 per share in 1984 and $1.84 
per share in 1983 

RETAINED EARNINGS AT END OF YEAR 


Fiscal Year Ended 

May 26, 1985 May 27, 1984 May 29, 1983 
(52 Weeks) (52 Weeks) (52 Weeks) 

$1,375.0 $1,237.6 $1,085.2 

(72.9) 233.4 245.1 


(100.4) _( 96.0) _ (92.7 ) 

$1,201.7 $1,375.0 $1,237.6 


See accompanying notes to consolidated financial statements. 
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Consolidated Balance Sheets 

General Mills, Inc., and Subsidiaries 



Fiscal Year Ended 


Assets 

(In Millions) 

May 26, 1985 

May 27, 1984 

CURRENT ASSETS: 

Cash and short-term investments 

$ 66.8 

$ 66.0 


Receivables, less allowance for doubtful 
accounts of $4.0 in 1985 and $18,8 in 1984 

284.5 

550.6 


Inventories 

377.7 

661.7 


Investments in tax leases 

— 

49,6 


Prepaid expenses 

40.1 

43.6 


Net assets of discontinued operations 
and redeployments 

517.5 

18.4 


TOTAL CURRENT ASSETS 

1,286.6 

1,389.9 

LAND, BUILDINGS AND 

Land 

93.3 

125.9 

EQUIPMENT, AT COST: 

Buildings 

524.4 

668.6 


Equipment 

788.1 

904.7 


Construction in progress 

80,2 

130,0 


Total Land, Buildings and Equipment 

1,486.0 

1,829.2 


Less accumulated depreciation 

(530.0) 

(599.8) 


NET LAND, BUILDINGS AND EQUIPMENT 

956.0 

1,229.4 

OTHER ASSETS: 

Net noncurrent assets of businesses to be spun off 

206.5 

_ 


Intangible assets, principally goodwill 

50.8 

146.0 


Investments and miscellaneous assets 

162.7 

92.8 


TOTAL OTHER ASSETS 

420.0 

238.8 

TOTAL ASSETS 


$2,662.6 

$2,858.1 

Liabilities and Stockholders’ Equity 

CURRENT LIABILITIES: 

Accounts payable 

$ 360.8 

$ 477.8 


Current portion of long-term debt 

59.4 

60.3 


Notes payable 

379.8 

251.0 


Accrued taxes 

1.4 

74.3 


Accrued payroll 

91.8 

119.1 


Other current liabilities 

164.0 

162.9 


TOTAL CURRENT LIABILITIES 

1,057.2 

1,145.4 

LONG-TERM DEBT 


449.5 

362.6 

DEFERRED INCOME TAXES 


29.8 

76.5 

DEFERRED INCOME TAXES—TAX LEASES 

60.8 

— 

OTHER LIABILITIES AND DEFERRED CREDITS 

42.0 

49.0 


TOTAL LIABILITIES 

1,639.3 

1,633.5 

STOCKHOLDERS 5 EQUITY: 

Common stock 

213.7 

215.4 


Retained earnings 

1,201.7 

1,375.0 


Less common stock in treasury, at cost 

(333.9) 

(291.8) 


Cumulative foreign currency adjustment 

(58.2) 

(74.0) 


TOTAL STOCKHOLDERS 5 EQUITY 

1,023.3 

1,224.6 

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY 

$2,662.6 

$2,858.1 


See accompanying notes to consolidated financial statements. 
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Consolidated Statements of Changes in Financial Position 

General Mills> Inc., and Subsidiaries 



Fiscal Year Ended 


(In Millions) 

May 26, 1985 
(52 Weeks) 

May 27, 1984 
(52 Weeks) 

May 29, 1983 
(52 Weeks) 

FUNDS PROVIDED FROM Net earnings from continuing operations 

(USED FOR) OPERATIONS: after redeployments 

$ 115.4 

$ 202.7 

$ 162.1 

Depreciation and amortization 

110.4 

99.0 

94.2 

Deferred income taxes 

(19.4) 

(17.2) 

26.4 

(Gain) loss from redeployment program, net 

44.0 

(28.5) 

(.8) 

Other 

(9.1) 

.4 

2.6 

Funds provided from continuing 
operations before redeployments 

241.3 

256.4 

284.5 

(Increase) decrease in working capital 
used in continuing operations 

(90.9) 

(4.4) 

33.3 

Cash provided from continuing operations 

150.4 

252.0 

317.8 

Cash provided from (used for) 
discontinued operations 

(86.1) 

(15.9) 

121.0 

CASH PROVIDED FROM 

OPERATIONS 

64.3 

236.1 

438.8 

FUNDS PROVIDED FROM Purchase of land, buildings and equipment 

(209.7) 

(282.4) 

(308.0) 

(USED FOR) INVESTMENTS: Purchase price of businesses acquired, 

net of cash received 

(10.2) 


(M) 

Cash provided from disposal of land, 
buildings and equipment 

22.3 

11.7 

19.0 

Proceeds from dispositions 

11.6 

268.8 

10.7 

Other 

(2.9) 

11.9 

13.4 

NET CASH PROVIDED FROM 

(USED FOR) INVESTMENTS 

(188.9) 

10.0 

(266.0) 

FUNDS USED FOR DIVIDENDS 

(100.4) 

(96.0) 

(92.7) 

FUNDS PROVIDED FROM Increase (decrease) in notes payable 

129.6 

(147.2) 

(6.8) 

(USED FOR) FINANCING: Issuance of long-term debt 

and debt warrants 

197.7 

15.5 

164.1 

Reduction of long-term debt 

(103.2) 

(59.1) 

(31.5) 

Investment in U.S. Treasury securities 

(65.5) 

— 

— 

Investments in tax leases 

(3.2) 

(14.6) 

(200.6) 

Income tax cash flows from tax leases 

114.2 

194.3 

151.8 

Purchase of treasury stock 

(53.8) 

(141.4) 

(161.4) 

Common stock issued 

10.0 

10.4 

28.9 

NET CASH PROVIDED FROM 

(USED FOR) FINANCING 

225.8 

(142.1) 

(55.5) 

NET INCREASE IN CASH AND SHORT-TERM INVESTMENTS 

0.8 

8.0 

24.6 

CASH AND SHORT-TERM INVESTMENTS AT BEGINNING OF YEAR 

66.0 

58.0 

33.4 

CASH AND SHORT-TERM INVESTMENTS AT END OF YEAR 

$ 66.8 

$ 66.0 

$ 58.0 

(INCREASE) DECREASE IN Receivables 

$ (9.4) 

$ (17.5) 

$ (23.2) 

WORKING CAPITAL USED IN Inventories 

(63.5) 

9.3 

(13.3) 

CONTINUING OPERATIONS: Prepaid expenses and other current assets 

6.7 

1.9 

(2.7) 

Accrued taxes 

(98.7) 

(5.8) 

13.2 

Accounts payable and other current 
liabilities 

74.0 

7.7 

59.3 

(INCREASE) DECREASE IN WORKING CAPITAL USED IN 

CONTINUING OPERATIONS 

$ (90.9) 

$ (4.4) 

$ 33.3 


See accompanying notes to consolidated financial statements. 
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Notes to Consolidated Financial Statements 

General Mills, Inc., and Subsidiaries 



Note One : Summary of Significant 
Accounting Policies 

A . Principles of Consolidation 

The consolidated financial statements 
include the following domestic and for¬ 
eign operations: (1) parent company 
and 100% owned subsidiaries other 
than General Mills Finance, Inc,; 

(2) majority-owned subsidiaries; and 

(3) General Mills’ investment in and 
share of net earnings or losses of 20- 
50% owned companies. General Mills 
Finance, Inc,, is accounted for by the 
equity method because of the different 
nature of its operations. The Toy, Fash¬ 
ion, and Non-apparel Specialty Retail¬ 
ing operations are reflected in the 
accompanying consolidated financial 
statements as discontinued operations 
(see Note Two). Accordingly, where 
considered appropriate, the following 
notes relate to continuing operations 
only. 

The fiscal years of foreign operations 
generally end in April. 

Certain 1984 and 1983 amounts have 
been reclassified to conform to 1985’s 
presentation. 

B . Landy Buildings, Equipment and 
Depreciation 

Buildings and equipment are depre¬ 
ciated over estimated useful lives rang¬ 
ing from 3-50 years, primarily using 
the straight-line method. Accelerated 
depreciation methods are generally 
used for income tax purposes. 

When an item is sold or retired, the 
accounts are relieved of cost and the 
related accumulated depreciation; the 
resulting gains and losses, if any, are 
recognized. 


C. Capitalization of Construction Interest 
Interest costs related to certain con¬ 
struction projects are capitalized. This 
capitalization decreased interest 
expense from continuing operations by 
$2.5 million, $5.5 million and $6.5 mil¬ 
lion in fiscal 1985, 1984 and 1983, 
respectively. 

D. Inventories 

Inventories are valued at the lower of 
cost or market. Certain domestic inven¬ 
tories are valued using the LIFO 
method, while other inventories are 
generally valued using the FIFO 
method. 

E . Amortization of Intangibles 
Goodwill represents the difference 
between purchase prices of acquired 
companies and the related fair values of 
net assets acquired and accounted for 
by the purchase method of accounting. 
Any goodwill acquired after October 
1970 is amortized on a straight-line 
basis over 40 years or less. 

The costs of patents, copyrights and 
other intangible assets are amortized 
evenly over their estimated useful lives. 
Most of these costs were incurred 
through purchases of businesses. 

Annually, the Audit Committee of 
the Board of Directors reviews goodwill 
and other intangibles. At its meeting on 
April 22, 1985, the Board of Directors 
confirmed that the remaining amounts 
of these assets have continuing value. 

F. Research and Development 

All expenditures for research and 
development are charged against earn¬ 
ings in the year incurred. The charges 


to continuing operations for fiscal 1985, 
1984 and 1983 were $38.7 million, 
$32.3 million and $32.1 million, 
respectively. 

G. Income Taxes 

Income taxes include deferred income 
taxes, which result from timing differ¬ 
ences between earnings for financial 
reporting and tax purposes. Investment 
tax credits are reflected as reductions of 
income taxes in the year eligible pur¬ 
chases are placed in service. 

H . Earnings (Loss) Per Share 
Earnings (loss) per share has been 
determined by dividing net earnings 
(loss) by the weighted average number 
of common shares outstanding during 
the year. Common share equivalents 
were not material. 

/. Foreign Currency Translation 
For most foreign operations, local cur¬ 
rencies are considered the functional 
currency. Assets and liabilities are 
translated using the exchange rates in 
effect at the balance sheet date. Results 
of operations are translated using the 
average exchange rates prevailing 
throughout the period. Translation 
effects are accumulated as part of the 
foreign currency adjustment in stock¬ 
holders’ equity. 

Gains and losses from foreign 
currency transactions are generally 
included in net earnings for the period. 
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Note Two: Discontinued Operations 

In the third quarter of fiscal 1985, the 
Board of Directors authorized disposi¬ 
tion of the Toy and Fashion segments 
of our business. Plans are to spin off 
the Fashion businesses, excluding 
Foot-Joy (which has been sold), and 
the Toy businesses, excluding the Mex¬ 
ican operations, as two separate free¬ 
standing companies to our sharehold¬ 
ers. We are presently negotiating to dis¬ 
pose of Fundimensions and the 
Mexican operations. 

In the fourth quarter of fiscal 1985 , 
the Board of Directors authorized dis¬ 
position of the Leewards and 
Wallpapers To Go companies. These 
companies make up the non-apparel 
retailing line of business within our 
Specialty Retailing segment. Present 
plans are to sell these companies. 

The net impact of these discontinued 
operations on fiscal 1985, including dis¬ 
posal reserves and operating losses, was 
a $188.3 million ($4.21 per share) loss 
after an income tax benefit of $87.2 
million. Part of the estimated disposal 
loss is a $31.1 million after-tax noncash 
transfer from the cumulative foreign 
currency adjustment component of 
equity. Operating earnings for the Toy 
and Fashion businesses for the first two 
quarters of fiscal 1985 and for the Non¬ 
apparel Specialty Retailing businesses 
for all of fiscal 1985, net of income tax 
expense of $4,5 million, were $19.2 
million ($.43 per share). 

The net assets of the discontinued 
operations included on the balance 


sheet as of May 26, 1985, amounted to 
$613.1 million and represent their esti¬ 
mated net realizable value for those 
companies to be sold and net book val¬ 
ues for those companies to be spun off. 
The net assets consist primarily of 
receivables, inventory, fixed assets, cer¬ 
tain intangibles and miscellaneous lia¬ 
bilities. Prior year balance sheets have 
not been restated. 

The Consolidated Statements of 
Earnings have been restated to show 
continuing operations for the periods 
presented. The discontinued Toy, Fash¬ 
ion, and Non-apparel Specialty Retail¬ 
ing operations are shown separately 
from continuing operations and include 
both operating results and the esti¬ 
mated reserve for loss upon disposal of 
these activities. 

Sales for the discontinued operations 
were $1,368.9 million, $1,482.4 million 
and $1,468.5 million for fiscal 1985, 
1984 and 1983, respectively. 


Note Three: Redeployment Program 

During fiscal 1985, we continued our 
redeployment program. The net results 
of the redeployment program decreased 
fiscal 1985 net earnings by $44.0 mil¬ 
lion ($.98 per share). This resulted 
from the decisions to dispose of We Are 
Sportswear, a Specialty Retailing oper¬ 
ation, and Casa Gallardo, Darryl’s and 
the Good Earth restaurant chains; other 
restructuring costs; and adjustments to 
previously established redeployment 
items. 

Operations involved in the fiscal 
1985 dispositions represented approxi¬ 
mately 4.2% of fiscal 1984 sales and 
approximately .1% of fiscal 1984 oper¬ 
ating profits. 

Fiscal 1984 results included an after¬ 
tax gain of $28.5 million ($.60 per 
share) in connection with the redeploy¬ 
ment program. The most significant 
item was the sale of the net assets of 
Tom’s Foods, which resulted in an 
after-tax gain of $73.7 million. This 
was offset by losses associated with the 
disposition of assets that did not fit our 
ongoing strategy, the dosing of certain 
low volume or marginal Specialty 
Retailing and Restaurant operations, 
and the undertaking of a major, chain¬ 
wide Red Lobster restaurant market 
repositioning and store renovation 
program. 

Operations involved in the fiscal 
1984 dispositions represented approxi¬ 
mately 8.2% of fiscal 1983 sales and 
approximately 10.4% of fiscal 1983 
operating profits. 

Fiscal 1983 results included an after¬ 
tax gain of $.8 million ($.02 per share) 
resulting from adjustments to fiscal 
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1982 amounts recorded due to the rede¬ 
ployment program. 

These redeployment results relate 
only to continuing operations and 
exclude redeployment actions in the 
Toy, Fashion, and Non-apparel Spe¬ 
cialty Retailing operations prior to their 
being discontinued. Redeployment 
program charges for the Toy, Fashion, 
and Non-apparel Specialty Retailing 
operations are included in the discon¬ 
tinued operations amount in the Con¬ 
solidated Statements of Earnings. 


Note Four: Foreign Currency 
Translation 

The following is an analysis of the 
changes in the cumulative foreign cur¬ 
rency adjustment equity account: 


(In Millions) 

Fiscal Year 
1985 1984 

Balance, beginning of 
year 

$74.0 

$64.8 

Adjustments during the 
year, including 
applicable income 
taxes of $5.3 in 1985 
and $2.7 in 1984 

15.3 

9.2 

Amount transferred to 
discontinued 
operations loss as a 
result of the planned 
divestiture of certain 
foreign operations (see 
Note Two) 

(31.1) 


Balance, end of year 

$58.2 

$74.0 


$28.1 million of the $58.2 million 
balance as of the end of fiscal 1985 
relates to the Toy and Fashion busi¬ 
nesses, which will be spun off in fiscal 
1986. 


Note Five: Inventories 

The components of year-end invento¬ 
ries are as follows: 


(In Millions) 

May 26, 
1985 

May 27, 
1984 

Raw materials, work 
in process, finished 
goods and supplies: 
Valued at LIFO 

$170.4 

$262.6 

Valued primarily 
at FIFO 

207.3 

399.1 

Total inventories 

$377.7 

$661.7 


The above amounts include both 
continuing and discontinued operations 
for fiscal 1984, but only the continuing 
operations for fiscal 1985. 

If the FIFO method of inventory 
accounting had been used in place of 
LIFO, inventories would have been 
$47.5 million and $79.7 million higher 
than reported at May 26, 1985, and 
May 27, 1984, respectively. Reported 
earnings per share of continuing opera¬ 
tions would have been lower by $.07 in 
fiscal 1985, and higher by $.05 in fiscal 
1984 and $.04 in fiscal 1983. 

Note Six: Tax Leases 

In fiscal 1982 and 1983 we purchased 
certain income tax items from other 
companies through tax lease trans¬ 
actions. These transactions resulted in 
income tax cash flows during fiscal 
1985, which recovered the net invest¬ 
ment in tax leases at May 27, 1984, and 
provided an additional $60.8 million 
that will be repaid over the remaining 
life of the arrangements. This liability 
is classified as “ Deferred Income 
Taxes—Tax Leases” 











Note Seven: Short-Term Borrowings 

The components of notes payable are as 
follows: 


(In Millions) 

May 26, 
1985 

May 27, 
1984 

U.S. commercial paper 

$314.6 

$165.3 

Banks 

65.0 

85.0 

Miscellaneous 

.2 

.7 

Total 

$379.8 

$251.0 


To ensure the availability of funds 
during the year, we maintained bank 
credit lines sufficient to cover our out¬ 
standing commercial paper. As of May 
26, 1985, we had $365.0 million of 
such domestic lines available. These 
lines are on a fee-paid basis. As of May 
26, 1985, foreign subsidiaries of contin¬ 
uing operations had $12.4 million of 
unused credit lines. The amount and 
cost of the credit lines are generally 
renegotiated each year. 


Note Eight: Long-Term Debt 


(In Millions) 

May 26, 
1985 

May 27, 
1984 

Zero coupon notes, yield 
11.14%, $1,000 due 
August 15, 2013 

$ 48T 

$ — 

9Vk% sinking fund 
debentures, due 

March 1,2009 

113.3 

113.3 

Zero coupon notes, yield 
11.73%, $250 due 
August 15, 2004 

28.3 


8% sinking fund 
debentures, due 
February 15, 1999 


48.5 

12% notes due 

December 19, 1991 

100.0 


Zero coupon notes, yield 
14Ys%, $102.5 due 
June 30, 1991 

43.4 

37.7 

Zero coupon notes, yield 
13.3%, $100 due 
January 4, 1988 

71.5 

62.9 

12 5 /s% notes due August 
15,1985 

50.0 

50.0 

10%% notes due 

October 15, 1984 


50.0 

Other, no individual 
item larger than $4.7 

54.3 

60.5 


508.9 

422.9 

Less amounts due within 
one year 

(59.4) 

(60.3) 

Total long-term debt 

$449.5 

$362.6 


In fiscal 1985, we filed a shelf regis¬ 
tration statement with the Securities 
and Exchange Commission for the issu¬ 
ance of up to $150 million net proceeds 
in unsecured debt securities to reduce 
short-term debt and for other general 
corporate purposes. In addition, $50 
million net proceeds in unsecured debt 
securities is still available for issuance 
under a previously filed shelf registra¬ 
tion statement. 

Also in fiscal 1985, we issued outside 
of the United States $250 million face 


amount, $26.3 million net value, of 
zero coupon notes yielding 11.73% that 
will mature on August 15, 2004, and $1 
billion face amount, $45.4 million net 
value of zero coupon notes yielding 
11.14% that will mature on August 15, 
2013. We also issued outside of the 
United States $100 million principal 
amount of 12% notes maturing on 
December 19, 1991. In the same offer¬ 
ing we issued 100,000 warrants, net 
value $4 million, which expire on 
December 19, 1989, to purchase an 
additional $100 million principal 
amount of 12% notes maturing on 
December 19, 1991. All warrants were 
still outstanding on May 26, 1985. 

In fiscal 1985, we satisfied the future 
requirements of certain sinking fund 
debentures through the deposit of U.S. 
obligations in an irrevocable trust. This 
transaction increased fiscal 1985 net 
earnings by $6.7 million ($.15 per 
share). In fiscal 1984, we satisfied the 
future requirements of certain sinking 
fund debentures through the deposit of 
primarily U.S. obligations in an irrev¬ 
ocable trust. This transaction increased 
fiscal 1984 net earnings by $4.0 million 
($.09 per share). In fiscal 1983, we 
exchanged 239,331 shares of our stock 
held in treasury for $15 million of our 
sinking fund debentures. This transac¬ 
tion increased fiscal 1983 net earnings 
by $3.2 million ($.06 per share). 

The sinking fund and principal pay¬ 
ments due on long-term debt are (in 
millions) $59.4, $10.3, $73.5, $1.8 and 
$6.8 in fiscal years ending 1986, 1987, 
1988, 1989 and 1990, respectively. 












Note Nine: Changes in Capital Stock 



$.75 Par Value Common Stock 
(70,000,000 Shares Authorized) 



Issued 


In Treasury 

(Dollars in Millions) 

Shares 

Amount 

Shares 

Amount 

Balance at May 30, 1982 

50,860,525 

$206.6 

575,026 

$ 19.5 

Siock option, profit sharing and 
employee stock ownership plans 

177,808 

7.9 

(188,695) 

(7.8) 

Shares issued for acquisitions and 
other 

_ 

.2 

(36,154) 

0-3) 

Shares issued for debentures 

— 

3.2 

(239,331) 

(8.5) 

Shares repurchased on open market 

— 

— 

3,127,414 

161.4 

Balance at May 29, 1983 

51,038,333 

217.9 

3,238,260 

163.3 

Stock option, profit sharing and 
employee stock ownership plans 

_ 

(2.5) 

(246,752) 

(12.4) 

Shares issued for acquisitions and 
other 


_ 

(10,619) 

(-5) 

Shares repurchased on open market 

— 

— 

2,793,524 

141.4 

Balance at May 27, 1984 

51,038,033 

215.4 

5,774,413 

291.8 

Stock option, profit sharing and 
employee stock ownership plans 

__ 

(1.7) 

(228,990) 

(11.5) 

Shares issued for acquisitions and 
other 



(2,938) 

(.2) 

Shares repurchased on open market 

— 

— 

1,055,024 

53.8 

Balance at May 26, 1985 

51,038,033 

$213.7 

6,597,509 

$333.9 


Cumulative preferred stock of 
5,000,000 shares, without par value, is 
authorized but unissued. 

The Board of Directors has author¬ 
ized the repurchase, from time to time, 
of common stock for our treasury, pro¬ 
vided that the number of shares in the 
treasury shall not exceed 8,500,000. 

Shares of common stock are poten¬ 


tially issuable for the following 


purposes: 



Number of 
Shares as of 
May 26, 1985 

Stock options outstanding 
Stock options available for 

1,710,592 

gram 

1,771,000 

Incentive plans 

20,460 


Note Ten: Stock Options 

The following table contains informa¬ 
tion on stock options: 



Shares 

Average 
Option 
Price Per 
Share 

Granted: 

1985 

512,150 

$52.48 

1984 

250,000 

51.82 

1983 

464,750 

45.45 

Exercised: 

1985 

273,193 

$31.19 

1984 

272,182 

29.08 

1983 

220,318 

27.87 

Expired: 

1985 

143,946 

$36.12 

1984 

65,881 

33.64 

1983 

74,665 

27.98 

Outstanding at year-end: 


1985 

1,710,592 

$42.33 

1984 

1,615,581 

36.67 

1983 

1,703,644 

33.12 

Exercisable at year-end: 


1985 

926,495 

$34.84 

1984 

1,008,943 

30.52 

1983 

966,058 

28.01 


Options for a total of 1,771,000 
shares are available for grant to officers 
and key employees under our 1984 
stock option plan, under which grants 
may be made until September 30, 

1988. The options may be granted sub¬ 
ject to approval of the Compensation 
Committee of the Board of Directors at 
a price not less than 100% of the fair 
market value on the date the option is 
granted. Options now outstanding 
include some granted under the 1975 
and 1980 option plans, under which no 
further options may be granted. All 
























options expire within 10 years plus 30 
days after date of grant. 

The 1975 plan permitted the grant¬ 
ing of stock appreciation rights (SARs) 
in tandem with some options granted to 
certain individuals. Upon exercise of an 
SAR, the option for a corresponding 
number of shares of stock is cancelled 
and the holder receives in cash or stock 
an amount equal to the appreciation 
between the option price and the mar¬ 
ket value of the stock on the date of 
exercise. This amount may not exceed 
the option price. On May 26, 1985, 
there were 57,150 SARs outstanding. 
The weighted average option price of 
the related stock options was $28.80. 

The 1980 and 1984 plans permit the 
granting of performance units corre¬ 
sponding to stock options granted. The 
value of performance units will be 
determined by return on equity and 
growth in earnings per share measured 
against preset goals over three-year per¬ 
formance periods. For seven years after 
a performance period, holders may 
elect to receive the value of perform¬ 
ance units (with interest) as an alterna¬ 
tive to exercising corresponding stock 
options. On May 26, 1985, there were 
1,017,854 outstanding options with 
corresponding performance units or 
performance unit accounts. 

The 1984 plan provides for granting 
of incentive stock options as well as 
non-qualified options. No incentive 
stock options have yet been granted. 


Note Eleven: Employees’ 

Retirement Plans 

We have retirement plans covering 
most employees. Our contributions to 
these plans, which are expensed and 
funded on a current basis, were $39.2 
million in fiscal 1985, $36.9 million in 
fiscal 1984 and $53.6 million in fiscal 
1983. Most of the 1984 expense reduc¬ 
tion was due to smaller contributions to 
our employee stock ownership plan 
(ESOP), with additional reductions 
because of actuarial changes described 
below. 

Certain retirement plans (and the 
related costs) associated with the Toy 
and Fashion operations will be included 
with the spun-off businesses. Also the 
net plan assets available for benefits and 
the actuarial present value of accumu¬ 
lated benefits, as disclosed below, will 
be adjusted for plans included with the 
spun-off businesses. 

Most of our plans are defined benefit 
plans, which provide for retirement 
benefits based on employees’ length of 
service and earnings. The following 
table contains aggregated information 
about our defined benefit plans, deter¬ 
mined as of January 1 , 1985, and Janu¬ 
ary 1, 1984, for the principal plans: 


(In Millions) 

1985 

1984 

Net plan assets available 
for benefits 

$456 

$429 

Actuarial present value 
of accumulated benefits: 



Vested 

$318 

$296 

Nonvested 

34 

31 

Total 

$352 

$327 


Actuarial present values of accumu¬ 
lated benefits were determined using 
discount rates established by the 
Pension Benefit Guaranty Corporation 
(PBGC) for valuing plan benefits. The 
PBGC rates ranged from 4% to 9.75% 
for 1985 and 4% to 9.5% for 1984, with 


the latter of each range being the prin¬ 
cipal rate. 

Contributions to our defined benefit 
plans are determined by independent 
actuaries using assumptions and meth¬ 
ods reflecting plan experience and 
expectations. During fiscal 1984, a 
study by management and plan actuar¬ 
ies of the principal plan covering sala¬ 
ried employees resulted in changes to 
reflect fund performance, current stat¬ 
us and more realistically portray future 
expectations. The investment return 
assumption was changed from 71/2% to 
81 / 2 %, and the actuarial cost method 
was changed from the aggregate 
method to the entry age normal 
method. These changes in actuarial 
procedures do not affect participant 
benefits under the plan and continue 
adequate funding of future payments. 
Under the previous actuarial practices, 
1984 pension expense would have been 
$5.9 million higher. 

In fiscal 1983, we adopted the ESOP. 
Our contributions to the plan expensed 
in fiscal 1985, 1984 and 1983 were $3.6 
million, $ 1.8 million and $ 12.1 million, 
respectively (included in the $39,2 mil¬ 
lion, $36,9 million and $53.6 million 
above). Our contributions to this plan 
are made primarily in shares of General 
Mills common stock. We receive an 
equivalent federal income tax credit as 
a result of the contribution. 

We have a few defined contribution 
plans that provide for benefits based on 
accumulated contributions and invest¬ 
ment income. Such plans, including 
the ESOP, had net assets of $217.9 mil¬ 
lion at May 26, 1985. 

We have a variety of plans that pro¬ 
vide health care benefits to the majority 
of our retirees. Some of these plans 
require contributions from the retirees. 
In fiscal 1985, we recognized total costs 
of $4.3 million for these benefits on a 
pay-as-you-go basis. 
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Note Twelve: Profit-Sharing Plans 

We have profit-sharing plans to provide 
incentives to key individuals who have 
the greatest opportunity to contribute 
to current earnings and successful 
future operations. 

These plans were approved by the 
Board of Directors upon recommenda¬ 
tion of the Compensation Committee. 
The awards under these plans depend 
on profit performance in relation to 
pre-established goals. The plans are 
administered by the Compensation 
Committee, which consists of directors 
who are not members of our manage¬ 
ment. Profit-sharing expense, including 
performance unit accruals, was $2.9 
million in fiscal 1985, $6.8 million in 
fiscal 1984 and $10.0 million in fiscal 
1983. 


Note Thirteen: Income Taxes 

The components of continuing operations' earnings before income taxes and the 
income taxes thereon are as follows: 


(In Millions) 

1985 

Fiscal Year 
1984 

1983 

Earnings before income taxes: 




U.S. 

$181.0 

$334.5 

$242.0 

Outside U.S. 

14.9 

22.1 

26.2 

Total earnings before income taxes 

$195.9 

$356.6 

$268.2 

Income taxes: 




Current: 




Federal taxes 

$ 95.7 

$161.9 

$ 66.8 

U.S. investment tax credit 

(10-1) 

(10.3) 

(11.6) 

State and local taxes 

8.2 

12.1 

11.7 

Foreign taxes 

6.1 

7.4 

12.8 

Total current income taxes 

99.9 

171.1 

79.7 

Deferred income taxes (principally U.S.) 

(19.4) 

(17.2) 

26.4 

Total income taxes 

$ 80.5 

$153.9 

$106.1 

Total current income taxes charged 

in nature and do not affect taxes for 

to earnings in fiscal 1985, 1984 and 

statement of earnings purposes since 

1983 reflect the amounts attributable to 

the amount of benefits (net of the con¬ 

our operations and have not been mate¬ 

sideration paid to the sellers) will be 

rially affected by tax leases. Actual cur¬ 

repaid to the government in future 

rent taxes payable on fiscal 1985, fiscal 

years over the terms of the leases. 

1984 and fiscal 1983 operations were 

Deferred income taxes result from 

reduced by approximately $113 mil¬ 

timing differences in the recognition of 

lion, $118 million and $175 million, 

revenue and expense for tax and finan¬ 

respectively, due to the effect of tax 

cial statement purposes. The tax effects 

leases. These tax benefits are temporary 

of these differences follow. 
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(In Millions) 

1985 

Fiscal Year 
1984 

1983 

Depreciation 

$ 23.9 

$ 9.4 

$ 16.8 

Interest 

3.0 

5.5 

5.9 

Provision for losses on dispositions and redeployments 

(28.1) 

(19.5) 

10.0 

Accrued expenses 

(17.5) 

0.9 

(9.7) 

Other 

( 0.7) 

(13.5)_ 

3.4 

Total deferred income taxes 

$(19.4) 

$(17.2) 

$26.4 


The following table reconciles the U.S. statutory income tax rate with the effec¬ 
tive income tax rate: 


Fiscal Year 



1985 

1984 

1983 

U.S. statutory rate 

46.0% 

46.0% 

46.0% 

U.S. investment tax credit 

(5.1) 

(2.9) 

(4.3) 

Credit for employee stock ownership plan 

(1.0) 

( .3) 

(2.4) 

State and local income taxes, net of federal tax benefits 

2.9 

1.8 

3.1 

Other 

(1.7) 

(1.4) 

(2.8) 

Effective income tax rate 

41.1% 

43.2% 

39.6% 


Unremitted earnings of foreign oper¬ 
ations amounting to $65.3 million are 
expected by management to be perma¬ 
nently reinvested. Accordingly, no pro¬ 
vision has been made for additional 
foreign or U.S. taxes that would be 
payable if such earnings were to be 
remitted to the parent company as 
dividends. 


Income taxes have been allocated to 
the discontinued operations as if each 
had prepared a separate income tax 
return. These allocated income taxes 
are included in the “Discontinued 
Operations After Tax” line on the Con¬ 
solidated Statement of Earnings. 


Note Fourteen: Leases 

An analysis of rent expense of continu¬ 
ing operations by property leased 
follows: 


(In Millions) 

Fiscal Year 

1985 1984 1983 

Retail and 

restaurant space 

$20.6 

$19.9 

$19.7 

Office space 

5.3 

4.0 

3.7 

Warehouse space 

5.3 

5.2 

5.6 

Transportation 

2.2 

2.9 

4.1 

Computers 

1.5 

2.7 

4.4 

All other 

2.2 

3.1 

3.3 

Total rent expense 

$37.1 

$37.8 

$40.8 


Some leases require payment of 
property taxes, insurance and mainte¬ 
nance costs in addition to the rent pay¬ 
ments. Contingent and escalation rent 
in excess of minimum rent payments 
for continuing operations totaled 
approximately $3.7 million in fiscal 
1985, $2.5 million in fiscal 1984 and 
$2.6 million in fiscal 1983. Sublease 
income netted in rent expense was 
insignificant. 

Noncancelable future lease commit¬ 
ments are (in millions) $23.7 in 1986, 
$22.4 in 1987, $20.7 in 1988, $19.5 in 

1989, $18.2 in 1990 and $77.5 after 

1990, or a cumulative total of $182.0. 
Of this total, restaurant and retail 
leases account for 83%, Future lease 
commitments of our discontinued oper¬ 
ations, which aggregate approximately 
$150 million, are not included in these 
amounts. 























Note Fifteen: Segment Information 

(In Millions) 

Consumer 

Foods 

Restaurants 

Specialty 
Retailing 
and Other 

Unallocated 

Corporate 

Items (b) 

Consoli¬ 

dated 

Total 

Sales (a) 






1985 

$2,771.3 

$1,140.1 

$373.8 


$4,285.2 

1984 

2,713.4 

1,079.7 

325.3 


4,118.4 

1983 

2,792.6 

984.5 

305.2 


4,082.3 

Operating Profits before Redeployments 





1985 

265.6 

91.5 

(1.7) 

$ (83.7) 

271.7 

1984 

275.3 

70.0 

19.8 

(61.5) 

303.6 

1983 

269.4 

80.0 

10.4 

(94.3) 

265.5 

Operating Profits after Redeployments 





1985 

261.5 

52.2 

(34.1) 

(83.7) 

195.9 

1984 

383.0 

37.3 

(3.1) 

(60.6) 

356.6 

1983 

268.2 

80.0 

14.3 

(94.3) 

268.2 

Identifiable Assets 






1985 

1,008.7 

424.6 

204.9 

1,024.4 

2,662.6 

1984 

934.1 

585.3 

153.1 

1,185.6 

2,858.1 

1983 

983.8 

572.7 

176.5 

1,210.9 

2,943.9 


Capital Expenditures 


1985 

1984 

1983 

103.2 

130.3 

123.8 

40.5 

82.3 

107.6 

27.9 

10.1 

13.2 

38.1 

59.7 

63.4 

209.7 

282.4 

308.0 

Depreciation Expense 

1985 

60.9 

37.5 

7.5 

1.7 

107.6 

1984 

53.9 

34.7 

6.5 

1.2 

96.3 

1983 

51.9 

30.6 

6.3 

1.8 

90.6 


(a) Both inter-segment sales and export sales are immaterial. 

(b) Corporate expenses include interest expense, profit sharing, employee stock ownership plan, balance sheet related foreign currency effects 
and general corporate expenses. Corporate assets consist mainly of cash and short-term investments, investments in tax leases, other 
miscellaneous investments and the identifiable assets of discontinued and redeployed operations. Corporate capital expenditures include 
capital expenditures of discontinued operations through the date disposition was authorized. 
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Note Sixteen: Quarterly Data (unaudited) 

Summarized quarterly data for fiscal 1985 and 1984 follows. Fiscal 1984 and the first three quarters of fiscal 1985 are restated to 
segregate discontinued operations (see Note Two). 


(In Millions, Except Per Share 

First Quarter 

Second Quarter 

Third Quarter 

Fourth Quarter 

Total Year 

and Market Price Amounts) 

1985 

1984 

1985 

1984 

1985 

1984 

1985 

1984 

1985 

1984 

Sales 

$1,017.4 

$1,041.9 

$1,128.3 

$1,036.7 

$1,069.1 

$1,021.6 

$1,070.4 

$1,018.2 

$4,285.2 

$4,118.4 

Gross profit* 

427.6 

441.8 

474.0 

428.0 

444.4 

418.1 

464.4 

397.7 

1,810.4 

1,685.6 

Earnings after tax-Continuing 
operations after redeployments 

43.1 

79.7 

41.0 

51.6 

31.2 

41.1 

0.1 

30.3 

115.4 

202.7 

Earnings per share- 

Continuing operations after 
redeployments 

.96 

1.67 

.91 

1.09 

.70 

.89 

.01 

.67 

2.58 

4.32 

Discontinued operations after 
tax 

11.0 

(7.2) 

14.6 

30.1 

(105.3) 

(2.4) 

(108.6) 

10.2 

(188.3) 

30.7 

Net earnings (loss) 

54.1 

72.5 

55.6 

81.7 

(74.1) 

38.7 

(108.5) 

40.5 

(72.9) 

233.4 

Net earnings (loss) per share 

L20 

1.52 

1.23 

1.71 

(1*64) 

.85 

(2.42) 

.90 

(1-63) 

4.98 

Dividends per share 

.56 

.51 

.56 

.51 

.56 

.51 

.56 

.51 

2.24 

2.04 

Redeployment gain (loss), 
after tax 

(0.1) 

36.6 

(0.8) 

3.3 

(8.5) 

(2.4) 

(34.6) 

(9.0) 

(44.0) 

28.5 

Market price of common stock: 











High 

55Y4 

57'4 

60 

57 

59 Vz 

54% 

60Ys 

5 P /2 

60Vs 

57 1 /r 

Low 

49Y* 

47V. 

49 j /2 

46V4 

47Yt 

41% 

52 

45 Vz 

47 3 A 

4 P/s 


^Before charges for depreciation. 
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Note Seventeen: Accounting for 
Inflation (unaudited) 

During the last decade, an increased 
rate of inflation became a significant 
factor in both the U.S. economy and 
world economies. Traditional account¬ 
ing procedures are based on the “his¬ 
torical cost” method, where generally 
each individual transaction is recorded 
at its original cash value, and is not 
subsequently adjusted to a different 
value. 

In periods of continuing rapid infla¬ 
tion, use of traditional accounting may 
cause two major concerns: (1) prior 
years’ financial statements lose some 
comparability to the current year’s; and 
(2) recent financial statements may not 
be a meaningful guide for tomorrow’s 
requirements. 

In September 1979, experimental 
accounting procedures were prescribed 
by the Financial Accounting Standards 
Board. They required that limited 
amounts of accounting data (prepared 
according to traditional procedures) be 
adjusted for inflation by the current 
cost method. 

The current cost method of adjust¬ 
ment revalues selected past years’ cost 
data by an estimate of what each item 
would cost at the current time. We 
used a combination of specific indices, 
current price lists, and appraisals to 
estimate current cost amounts. The 


U.S. Consumer Price Index is used to 
adjust current costs of both United 
States and non-United States opera¬ 
tions to reflect the effects of general 
inflation. 

Statement of Earnings , Adjusted for 
Inflation 

The experimental regulations prescribe 
that current cost calculations include 
most statement of earnings items at his¬ 
torical costs. Only fixed asset deprecia¬ 
tion and cost of sales are modified for 
the effects of inflation. Earnings from 
continuing operations, as adjusted for 
inflation under these regulations for our 
fiscal year ended May 26, 1985, are 
shown in the following table: 


(In Millions) 

Historical 
Cost 
Statement 
of Earnings 

Current 
Cost 
Statement 
of Earnings 

Sales 

$4,285 

$4,285 

Cost of sales 
(excluding 
depreciation) 

2,475 

2,465 

Depreciation 

108 

139 

All other 
expenses 

1,506 

1,506 

Earnings before 

income taxes 

196 

175 

Income taxes 

81 

81 

Net earnings 

$ 115 

$ 94 

Effective income 

tax rate 

41.1% 

46.3' 


Effects of Holding Assets and Liabilities 
We maintain a net liability position 
with our “monetary” assets and liabili¬ 
ties (items that have a fixed amount of 


cash receivable or payable). In the same 
sense that a homeowner “benefits” in a 
time of inflation by repaying a home 
mortgage loan with “cheaper” dollars, 
we had an unrealized fiscal 1985 “gain” 
of approximately $38 million on our 
average net liability position. 

Foreign investments resulted in an 
unrealized current cost translation loss 
for fiscal 1985 of $9.1 million. This 
amount includes income taxes of $4.0 
million. 

We estimate that the inflation- 
adjusted amounts of our May 26, 1985 
inventories and fixed assets are as 
follows: 



Historical 

Current 

(In Millions) 

Cost 

Cost 

Inventories 

$ 378 

$ 425 

Fixed assets 

956 

1,368 

Total 

$1,334 

$1,793 


Five- Year Statistics 
Some of the above information, plus 
additional statistics, are summarized in 
the following five-year table. Current 
cost information is expressed in current 
costs of each year, inflated to average 
fiscal 1985 dollars. 
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(Dollar Amounts In Millions, Except Per Share Data) 

1985 

1984 

Fiscal Year 
1983 

1982 

1981 

Sales 

Historical amounts 

$4,285 

$4,118 

$4,082 

$3,861 

$3,466 

Constant purchasing power 

4,285 

4,279 

4,394 

4,350 

4,251 

Earnings from continuing operations 

Historical cost 

115 

203 

162 

142 

128 

Current costs 

94 

179 

119 

106 

108 

Earnings per share from continuing operations 

Historical cost 

2.58 

4.32 

3.24 

2.81 

2.54 

Current costs 

2.10 

3.82 

2.38 

2.09 

2.14 

Net assets at year-end 

Historical cost 

1,023 

1,225 

1,227 

1,232 

1,132 

Current costs 

1,481 

1,910 

2,011 

2,167 

2,137 

Current cost translation adjustment 

(9) 

(19) 

(35) 

(42) 

* 

Market price per share at year-end 

Historical cost 

58.13 

50.13 

56.38 

39.88 

34.62 

Constant purchasing power 

57.13 

51.12 

59.93 

44.08 

40.56 

Dividends per share 

Historical cost 

2.24 

2.04 

1.84 

1.64 

1.44 

Constant purchasing power 

2.24 

2.12 

1.98 

1.85 

1.77 

Unrealized “gains” from decline in purchasing power of 
average net amounts owed 

38 

48 

47 

55 

82 

Increases in current cost of fixed assets (land, buildings and equipment) and 
inventories: 

Pro forma increase, due to general inflation as measured by the U.S. Urban 
Consumer Price Index 

$ 64 

107 

104 

148 

239 

Compare to: estimated actual increases in specific prices of assets held by 
General Mills 

$ 18 

125 

70 

212 

195 

Difference: excess (deficiency) of pro forma general inflationary increase 
over estimated actual specific increase 

$ 46 

(18) 

34 

(64) 

44 

Average consumer price index for fiscal year (calendar 1967 = 100) 

315.8 

303.9 

293.4 

280.3 

257.5 


^Neither required nor available for 1981. 


Management Comments 
Inflation accounting advocates claim 
inflation-adjusted data (1) provides bet¬ 
ter displays of real growth, (2) gives 
improved insight into future cash 
needs, and (3) promotes the concept 
that profit has not been earned until 
current costs have been recovered. The 
adjusted data also highlights the heavy 
tax burden imposed by government 
when tax rates are not adjusted for 
inflation. 


We continue to caution that the value 
of inflation accounting is still unproven 
and that the inflation-adjusted data 
should be used only to indicate general 
trends rather than as a precise measure¬ 
ment. We have not found this data use¬ 
ful for operational decisions because: 

1. Current costs cannot be used 
mechanically to forecast actual replace¬ 
ments of assets due to uncertain tim¬ 
ing, technological change, financing 
and other considerations. 


2. Different assumptions and estimat¬ 
ing procedures by individual compa¬ 
nies may affect the comparability of the 
current cost data. 

We continue to combat the effects of 
inflation through our planning and 
operating philosophy and practices. 
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Eleven-Year Financial Summary As Reported 

General Mills, Inc., and Subsidiaries 



(Amounts in Millions, Except Per Share Data) May 26, 1985 May 27, 1984 


FINANCIAL RESULTS 

Earnings (loss) per share 

$ (1.63) 

$ 4.98 


Return on average equity 

(6.5)% 

19.0% 


Dividends per share 

$ 2.24 

2.04 


Sales 

$4,285.2(a) 

5,600.8 


Costs and expenses: 




Cost of sales, exclusive of items below 

$2,474.8(a) 

3,165.9 


Selling, general and administrative (b) 

$1,443.9(a) 

1,841.7 


Depreciation and amortization 

$ 110.4(a) 

133.1 


Interest 

$ 60.2(a) 

61.4 


Earnings before income taxes 

$ 195.9(a)(c) 398.7 


Net earnings (loss) 

$ (72.9)(e) 

233.4 


Net earnings (loss) as a percent of sales 

(1.7)% 

4.2% 


Weighted average number of common shares (f) 

44.7 

46.9 


Taxes (income, payroll, property, etc.) per share 

$ 4.02(a) 

6.22 

FINANCIAL POSITION 

Total assets 

$2,662.6 

2,858.1 


Land, buildings and equipment, net 

$ 956.0(a) 

1,229.4 


Working capital at year-end 

$ 229.4 

244.5 


Long-term debt, excluding current portion 

$ 449.5 

362.6 


Stockholders 5 equity 

$1,023.3 

1,224.6 


Stockholders 5 equity per share 

$ 23.05 

27.03 

OTHER STATISTICS 

Working capital provided from operations before redeployments 

$ 241.3(a) 

348.3 


Total dividends 

$ 100.4 

96.0 


Gross capital expenditures 

$ 209.7(g) 

282.4 


Research and development 

$ 38.7(a) 

63.5 


Advertising media expenditures 

$ 274.3(a) 

349.6 


Wages, salaries and employee benefits 

$ 860.2(a) 

1,121.6 


Number of employees 

63,162(a) 

80,297 


Accumulated LIFO charge 

$ 47.5(a) 

79.7 


Common stock price range 

$60%-47% 

571/8-41% 


Fiscal 1975 per share and share amounts have been adjusted for the two-for-one stock split in October of 1975. 


Financial Data For Continuing Operations 


Years Prior to Fiscal 1985 Restated 


(Amounts in Millions, Except Per Share Data) 

May 26, 1985 

Fiscal Year Ended 
May 27, 1984 May 29, 1983 

May 30, 1982 

May 31, 1981 

Sales 

$4,285.2 

$4,118.4 

$4,082.3 

$3,860.5 

$3,466.4 

Earnings after tax, before redeployments 

$ 159.4 

174.2 

161.3 

157.2 

127.9 

Earnings per share 

$ 3.56 

3.72 

3.22 

3.11 

2.54 

Earnings after tax, after redeployments 

$ 115.4 

202.7 

162.1 

142.2 

127.9 

Earnings per share 

$ 2.58 

4.32 

3.24 

2.81 

2.54 
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May 29, 1983 

May 30, 1982 

May 31, 1981 

May 25, 1980 

May 27, 1979 

May 28, 1978 May 29, 1977 

May 30, 1976 

May 25, 1975 

$ 4.89 

$ 4.46 

$ 3.90 

$ 3.37 

$ 2.92 

$ 2.72 

$ 2.36 

$ 2.04 

$ 1.59 

19.9% 

193% 

18.2% 

17.6% 

17.0% 

17.6% 

17.1% 

16.7% 

14.6% 

1.84 

1.64 

1.44 

1.28 

1.12 

.97 

.79 

.66 

.58% 

5,550.8 

5,312.1 

4,852.4 

4,170.3 

3,745.0 

3,243.0 

2,909.4 

2,645.0 

2,308.9 

3,123.3 

3,081.6 

2,936.9 

2,578.5 

2,347.7 

2,026.1 

1,797.5 

1,663.9 

1,537.7 

1,831.6 

1,635.5 

1,384.0 

1,145.5 

1,021.3 

883.8 

807.9 

704.5 

546.3 

127.5 

113.2 

99.5 

81.1 

73.3 

58.6 

48.1 

46.7 

41.8 

58.7 

75.1 

57.6 

48.6 

38.8 

29.3 

26.7 

29.4 

36.2 

409.7 

406.7 

374.4 

316.6 

263.9 

245.2(d) 

229.2 

200.5 

146.9 

245.1 

225.5 

196.6 

170.0 

147.0 

135.8 

117.0 

100.5 

76.2 

4.4% 

4.2% 

4.1% 

4.1% 

3.9% 

4.2% 

4.0% 

3.8% 

3.3% 

50.1 

50.6 

50.4 

50.5 

50.4 

49.9 

49.6 

49.2 

47.8 

5.70 

5.88 

5.59 

4.66 

3.99 

3.71 

3.43 

3.02 

2.35 

2,943.9 

2,701.7 

2,301.3 

2,012.4 

1,835.2 

1,612.7 

1,447.3 

1,328.2 

1,205.6 

1,197.5 

1,054.1 

920.6 

747.5 

643.7 

587.0 

540.1 

471.5 

441.0 

235.6 

210.7 

337.3 

416.3 

441.6 

285.1 

298.2 

295.1 

276.8 

464.0 

331.9 

348.6 

377.5 

384.8 

259.9 

276.1 

281.8 

304.9 

1,227.4 

1,232.2 

1,145.4 

1,020.7 

916.2 

815.1 

724.9 

640.2 

560.5 

25.68 

24.50 

22.75 

20.32 

18.23 

16.38 

14.60 

12.98 

11.50 

401.6 

353.6 

317.8 

262.7 

237.5 

197.9 

174.2 

153.2 

124.2 

92.7 

82.3 

72.3 

64.4 

56.1 

48.2 

39.1 

32.4 

27.8 

308.0 

287.3 

246.6 

196.5 

154.1 

140.5 

117.1 

94.4 

99.8 

60.6 

53.8 

45.4 

44.4 

37.3 

30.5 

29.9 

25.7 

22.9 

336.2 

284.9 

222.0 

213.1 

188.9 

170.5 

145.6 

111.4 

70.5 

1,115.2 

1,028.4 

907.0 

781.2 

717.1 

622.0 

541.2 

479.4 

402.7 

81,186 

75,893 

71,225 

66,032 

64,229 

66,574 

61,797 

51,778 

47,969 

79.7 

75.5 

73.7 

60.3 

46.5 

29.3 

18.7 

12.5 

15.9 

57 3 /4-38 5 /s 

42'/x-32% 

35 3 /»-23% 

28 ] /4-19 

34'/s-24 

31'/2-26 l / 4 

35 Vh-26V2 

34'/g-23-y8 

27Y4-14 1 /* 


(a) Includes continuing operations only. 

(b) Includes redeployment gains or losses. 

(c) Includes pretax redeployment charge of $75.8 million. 

(d) Before discontinued Chemical operations; earnings before income taxes for years prior to fiscal 1978 include this operation. 

(e) Includes after-tax discontinued operations charge of $188 3 million. 

(f) Years prior to fiscal 1983 include common share equivalents. 

(g) Includes capital expenditures of continuing operations and capital expenditures of discontinued operations through the date 
disposition was authorized. 
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Corporate Directory 



Board of Directors 

H> Brewster Atwater, Jr., 

Minneapolis; 

Chairman of the Board 
and Chief Executive Officer, 

General Mills, Inc. (1*,3) 

Betsy Ancker-Johnson, 

Warren, Michigan; 

Vice President-Environmental 
Activities, General Motors 
Corporation (3,5) 

F. Caleb Blodgett, 

Minneapolis; 

Vice Chairman, Consumer Foods, 
General Mills, Inc. (1) 

Richard M. Bressler, 

Seattle, Washington; 

Chairman of the Board 
and Chief Executive Officer, 

Burlington Northern Inc. (2,4) 

N. Bud Grossman, 

Minneapolis; 

Chairman of the Board 
and Chief Executive Officer, 

Gelco Corporation (1,3,4,6) 

Stephen F. Keating, 

Minneapolis; 

Chairman of the Executive Committee, 
The Toro Company (1,4*,6) 

Lewis W. Lehr, 

St. Paul; 

Chairman of the Board 
and Chief Executive Officer, 

3M Company (2,4,6*) 


Louis W. Menk, 

Billings, Montana; 

Retired Chairman 
of the Executive Committee, 
International Harvester 
Company (2*,3,4) 

John W. Morrison, 

Minneapolis; 

Retired Chairman of the Board 
and Chief Executive Officer, 

Norwest Corporation (1,3*,5) 

Gwendolyn A. Newkirk, 

Lincoln, Nebraska; 

Professor and Chairman, Department 
of Education and Family Resources, 
University of Nebraska (2,5*) 

William F. Pounds, 

Boston, Massachusetts; 

Professor, Alfred P. Sloan 
School of Management, 

Massachusetts Institute of Technology; 
Senior Advisor, Rockefeller Family 
and Associates (2,4,5) 

George Putnam, 

Boston, Massachusetts; 

Chairman, The Putnam 
Management Company, Inc. (3,5,6) 

Edward S. Reid, 

New York, New York; 

Partner, Davis Polk 
& Ward well, Attorneys (1,2,6) 


Frederick W. Smith, 

Memphis, Tennessee; 

Chairman of the Board, 

President and Chief Executive Officer, 
Federal Express Corporation (2,5,6) 

Mark H. Willes, 

Minneapolis; 

Executive Vice President 
and Chief Financial Officer, 

General Mills, Inc. 

C. Angus Wurtele, 

Minneapolis; 

Chairman of the Board 
and Chief Executive Officer, 

Valspar Corporation (3,5) 

Committees of the Board of Directors 

(1) Executive Committee 

(2) Audit Committee 

(3) Finance Committee 

(4) Compensation Committee 

(5) Public Responsibility Committee 

(6) Nominating Committee 
(*) Denotes Committee Chair 
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Corporate Officers 

H. Brewster Atwater, Jr., 

Chairman of the Board 
and Chief Executive Officer 

F. Caleb Blodgett, 

Vice Chairman, Consumer Foods 

Mark H, Willes, 

Executive Vice President 
and Chief Financial Officer 

Paul L. Parker, 

Executive Vice President 
and Chief Administrative Officer 

Walter R. Barry, Jr,, 

Executive Vice President, 
Consumer Foods 


Richard F, Krai, 

Executive Vice President, 
Fashion Group 

Joe R. Lee, 

Executive Vice President, 
Restaurant Group 

Steven M. Rothschild, 

Executive Vice President, 
Consumer Foods 

Arthur R. Schulze, 

Executive Vice President, 
Consumer Foods 


John L. Frost, 

Senior Vice President, Personnel 

John V. Luck, 

Senior Vice President, 

Technical Director 

Thomas P. Nelson, 

Senior Vice President, Controller 

Clifford L. Whitehill, 

Senior Vice President, 

General Counsel and Secretary 

James L. Weaver, 

Treasurer, Vice President 


Company Officers 

Dean Belbas, 

Vice President , 

Director of Corporate Communications 

Walter W. Faster, 

Vice President, 

Director of Corporate Growth & 
Planning 

David E, Kelby, 

Vice President , 

Director, Control and Administration, 
Consumer Foods 

James R. Pratt, 

Vice President , 

Director of Taxes 

Divisional and Subsidiary 
Operating Executives 

(CF-Consumer Foods; R- 
Restaurants; SR-Specialty Retailing) 

Edward K. Bixby, 

Vice President , 

General Manager, 

Golden Valley Division (CF) 


Ray E. Brunswig, 

President, Pioneer Products (CF) 

Ivy M. Celender, 

Vice President, 

Marketing Services Division; 

Director ; Nutrition Services (CF) 

Leeann Chin, 

President , Leeann Chin's, Inc . (CF) 

Ross N. Clouston, 

Vice President; 

President, Gorton Division (CF) 

Lionel E, M. Cosse, 

Vice President and Managing Director, 
General Mills Europe; 

Chairman , Director General, 
Biscuiterie Nantaise — BN, 

S'.A.* (France) (CF) 

Paul J. Curran, 

Vice President, 

Director, Latin America , 

Pioneer Products , 

Export Operations and O-Cel-O (CF) 


Michael E. Cushmore, 

Vice President, 

Chairman, Leeann Chin's, Inc , (CF) 

Caspar B. M. dejong, 

Vice President, 

Managing Director, 

Smiths Food Group 
B.V (Holland) (CF) 

Stephen R. Demerit!, 

Vice President, 

General Manager, Marketing Services 
Division (CF) 

Francis J. Dever, 

General Manager, 

International Division (R) 

James J. Feeney, 

Vice President, 

General Manager, Sperry Division (CF) 

Anthony M. Franco, 

Vice President, Personnel (R) 

Charles W. Gaillard, 

Vice President, 

General Manager, Big G Division (CF) 
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Francisco Gamez D., 

General Manager, Industna Mariner a 
Guatemalteca, 5.A.* and Industria 
Del Maiz, S.A.* (Guatemala) (CF) 

Stephen J. Garthwaite, 

Vice President, 

Director of Corporate Research (CF) 

Jeffrey H. Grayson, 

General Manager, York Steak House (R) 

Joseph W. Grieco, 

President, O-Cel-O (CF) 

Donald Halman, 

General Manager, General Mills 
de Panama , S.A.* (Panama) (CF) 

William E. Hattaway, 

Vice President; 

President, Red Lobster Inns (R) 

John D. Herrick, 

Vice President, General Manager, 
Consumer Foods Division; Chairman, 
General Mills Canada, Inc . (CF) 

Bruce O’N Hyland, 

General Manager, Blue Water Seafoods, 
Gorton Division (CF) 

Donald L. Knutzen, 

Vice President, 

General M anager, 

Betty Crocker Division (CF) 

Motoshige Kobayashi, 

President, General Mills Asia (CF) 

Thomas J. Lee, 

Vice President, 

General Manager, 

Procurement Division (CF) 

Ronald N. Magruder, 

Vice President; 

President, Creative Dining Division (R) 

Alfredo Montealegre C., 

General Manager, Industrias Gem-Ina, 
S.A* (Nicaragua) (CF) 


Jeffrey J. O’Hara, 

Executive Vice President, 

Marketing and Development (R) 

Manuel Palacios, 

General Manager, PYCASA (Spain) (CF) 

John R Pastrone, 

Vice President; 

President, Pennsylvania House (SR) 

Michael W. Rayden, 

President, Eddie Bauer (SR) 

Howard L. Ross, 

Vice President, 

General Manager, Grocery Products 
Sales Division (CF) 

Donald E. Ryks, 

Vice President, 

General Manager ; Package Foods 
Operations Division (CF) 

Stephen W. Sanger, 

Vice President, 

General Manager, 

Northstar Division (CF) 

Guy C. A. Scherrer, 

Vice President; 

General Manager, Biscuiterie 
Nantaise — BN, S.A.* (France) (CF) 

Warren M. Schwecke, 

Vice President, 

Director, Quality Control (CF) 

Keith R. Sieck, 

Vice President, 

Director, Personnel (CF) 

Patrick J. Smithwick, 

Vice President, Grocery Products Sales 
Division; Director, Trade Policy and 
Customer Relations (CF) 

Blaine Sweatt, 

General Manager, The Olive Garden (R) 

William A. VanBrunt, 

Vice President, 

Group General Counsel (CF) 


Armand Vos, 

General Manager, Smiths Food Group 
S.A. (Belgium) (CF) 

Robert H. Vroman, 

President, Vroman Foods (CF) 

Robert E. Waggoner, 

Vice President, Controller (R) 

Stephen H. Warhover, 

Vice President, 

General Manager, 

Minnetonka Division (CF) 

Charles D. Weil, 

Vice President; 

President, Yoplait USA (CF) 

George T. Williams, 

Vice President, Group General 
Counsel (R) 

* partially owned 

Staff Executives 

James L. Craig, M.D., 

Vice President, 

Health and Safety 

Donald M. Friborg, 

Vice President, 

Director of Industrial Relations 

Cyrus E. Johnson, 

Vice President, 

Director of MGO Facilities and Services 

James Shannon, 

Vice President, 

Executive Director, General Mills 
Foundation 

Austin P. Sullivan, 

Vice President, 

Public Affairs 

Stanley V. Tabor, 

Vice President, 

Corporate Real Estate 
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Corporate Information 



General Mills Executive Offices 
9200 Wayzata Boulevard 
Minneapolis , MN 

Mailing Address: 

P.O. Box 1113 
Minneapolis, MN 55440 
Telephone (612) 540-2311 


Transfer Agencies 

Common Stock: 

First National Bank of Minneapolis 
c/o Bradford Trust Company 
67 Broad Street 
New York, NY 10004 

First National Bank of Minneapolis 
P.O, Box A799 
Minneapolis, MN 55480 

Registrars 

Common Stock: 

First National Bank of Minneapolis 
c/o Bradford Trust Company 
67 Broad Street 
New York, NY 10004 

First National Bank of Minneapolis 
P.O. Box A799 
Minneapolis, MN 55480 

Agent, Dividend Reinvestment Plan 

First National Bank of Minneapolis 
P.O. Box A799 
Minneapolis, MN 55480 

Automatic Dividend Reinvestment Plan 

Stockholders wishing information 
about the Automatic Dividend 
Reinvestment Plan may obtain a 
brochure by writing: General Mills, 

Stock Transfer Department, P.O. Box 
1113, Minneapolis, MN 55440. Under 
this plan, General Mills pays the 
brokerage and service fees associated 
with the automatic reinvestment of 
stockholders’ dividends. 


Form 10-K Report 

In the opinion of management, the 
financial statements in this Annual 
Report to Stockholders include all 
significant financial data included in the 
annual report filed on Form 10-K with 
the Securities and Exchange 
Commission. Stockholders may request 
a free copy of the Form 10-K annual 
report and schedules attached thereto 
by writing: Secretary, General Mills, 
Inc., P.O. Box 1113, Minneapolis, MN 
55440. 

Notice of Annual Meeting 
The annual meeting of the stockholders 
of General Mills, Inc., will be held at 
10:30 a.m. Central Daylight Time, 
Monday, September 23, 1985, in the 
auditorium of the Children’s Theatre 
Company, 2400 Third Avenue South, 
Minneapolis, MN. 

Markets 

New York Stock Exchange 
Midwest Stock Exchange 

Stock Exchange Symbol: GIS 
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